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The Business Situation in Texas 
By JOHN R. STOCKTON 


Business activity in Texas by midsummer had appar- 
ently recovered completely from the recession that started 
a year earlier. The index of business activity in Texas ac- 
tually declined 6% from June after adjustment for seasonal 
variations, but July 1961 was 9% above July 1960, and the 
first seven months of this year were 4% above the same 
period of last year. When consideration is given to the fact 
that the decline in this index did not begin last year until 
August, it is shown rather dramatically how strong the 
recovery has been. 

It seems safe at this point to state that the 1960 recession 
in Texas business was the mildest in the post-war period 
and that in addition the recovery has been the most rapid 
of any recovery period since the war. The index of business 
activity oscillated about an average value of 229 between 
February and August of last year and then plunged sharply 
for the next two months. However, since December the im- 
provement has been substantial although somewhat ir- 
regular. May and June values of the index were above the 
1960 peak, and although July slipped below this level, the 
recovery from the low of last winter appears to be on a 
substantial basis. 

On a national basis industrial production has recovered 
all the depression losses and in July the Federal Reserve 
index of industrial production set a new high of 112, com- 
pared with the previous high of 111 in January 1960. The 
low point of the depression was reached in February 1961 
when the index of industrial production was at 102. The 
recovery since that date has been unusually strong, since 
there is frequently a tendency for the trough of the reces- 
sion to last for several months, This recession showed an 
unusually sharp V-shape. 

Gross national product for the second quarter of 1961 


made a spectacular rise, from the depression low annual 
rate of $500.8 billion to $516.1 billion, or slightly more 
than 3%. This series represents the value of all goods and 
services produced by the economy, and usually changes 
very slowly from quarter to quarter. This dramatic rise 
demonstrates the speed with which this recovery developed. 

Industrial production in Texas has made a substantial 
contribution to the recovery of the economy of the state. 
Total industrial production increased 2% in July, bringing 
the index of the Federal Reserve Bank of Dallas to a point 
2% above the level of a year ago. Both manufacturing and 
mineral production also increased 2% in July, while manu- 
facturing stood 3% above a year ago and minerals 2%. 
The low point of industrial production was reached in Feb- 
ruary with a value of 170 for the index, while the July 
value had risen to 177, an all-time high. All of the decline 
in Texas industrial production has been regained and 
further gains appear to be likely. 

In spite of the substantial recovery registered in the econ- 
omy of the state during recent months, consumer spending 
has been improving rather slowly and is not adding as 
much to the recovery movement as it usually does. 


Retail Trade in Texas 


Estimates of total retail sales in Texas during July, com- 
piled by the Bureau of Business Researcs from reports 
from a sample of retail stores, declined 2% from June after 
adjustment for normal seasonal variation. The estimated 
level of sales showed no change from a year ago. For the 
first seven months of 1961 total sales lagged 3% behind 
the level established in the same period of 1960. 

Durable goods stores sales edged by July 1960 with a 
1% increase but registered a decline of 3% from June 


Texas Business Activity 
Index « Adjusted for seasonal variation e 1947-1949=100 
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after adjustment for seasonal variation. The decline in the 
durable goods group was concentrated in automotive stores. 
July normally shows a 5% decline, but this year the de- 
cline was 9%. All of the other durable goods stores, how- 
ever, made a better showing than the average seasonal pat- 
tern would indicate. Furniture and household appliance 
stores increased 3% when only 1% is the normal seasonal 
pattern for July. Lumber, building material, and hardware 
stores reported no change in sales between June and July, 
although the normal seasonal pattern is a 1% decline. 

Sales of nondurable goods stores declined only 1% in 
July after adjustment for seasonal variation, with the 
changes in the sales of various types of nondurable goods 
generally small. Apparel store sales increased 2%, al- 
though the normal seasonal pattern is a decline of 1%. 
Drug store sales followed the normal seasonal pattern by 
registering no change between the two months. Food store 
sales were down 1% while the seasonal pattern is a 3% 
increase. On the other hand, gasoline and service station 
sales declined 3% when a seasonal increase of 1% is ex- 
pected in July. 


ESTIMATES OF TOTAL RETAIL SALES 








July Jan-July Percent change 
1961 1961 July 1961 July 1961 Jan-July 1961 


from rom rom 
Classification (millions of dollars) June 1961 July 1960 Jan-July 1960 


TOTAL $ 899.9 $ 6,161.3 — 8 ee — 8 
Durable goods* 304.8 2,069.4 — & + 1 — 6 
Nondurable goods 6595.1 4,091.9 — 1 — 1 — 1 














* Contains automotive stores, furniture stores, and lumber, building 
material, and hardware stores. 
** Change is less than one-half of one percent. 


Retail sales for July in Texas followed closely the na- 
tional trends. Consumers all over the country appear to be 
reluctant to spend, even though income has increased. 
Seasonally adjusted sales of all retail stores in the United 
States declined approximately 1% in July, and as in Texas 
the sales of automobile dealers were off more than other 
types of business. Durable goods stores other than auto- 
mobile dealers made a fairly good showing nationally as 
they did in Texas. 


Construction in the State 

Building construction authorized in Texas during July 
gave strong support to the recovery that has been so much 
in evidence during the first seven months of 1961. In com- 
parison with the peak of 1960, the July level of the index is 
not so impressive as the record for the first seven months 
of this year. July 1960 was the peak of the last upswing in 
business, with a value of 130.6 for the index. The July 1961 
value of the index was 12% below July 1960, but only one 
other month in 1960 (August) exceeded this July. Build- 
ing construction authorized declined sharply after last 
August, but the current level has restored a major portion 
of this decline. 

There has been a wide divergence in the trends of resi- 
dential and nonresidential building during this last decline 
and recovery. Residential began to decline considerably 
ahead of the other elements in Texas business last year, 
but nonresidential construction reached its peak in July 
1960. But after July of last year nonresidential construc- 
tion declined rapidly, and through July 1961 this segment 
of the construction industry had not registered the re- 
covery that has been achieved by residential building. Resi- 
dential construction authorized in July 1961 was 37% 
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above the level of July 1960, but nonresidential construc- 
tion over this period declined 43%. Although nonresi- 
dential construction authorized has increased 22% from 
the low point reached in April 1961, it still has consider- 
able gains to make before it will have regained all of the 
ground lost in the decline. 

When a comparison is made between the first seven 
months of 1961 and the same period of 1960, a brighter 
picture emerges. Nonresidential construction authorized 
during the first seven months of 1961 had a total value 

% greater than in the same period of 1960. Residential 
construction authorized during the same period of 1961 
was 1% ahead of a year earlier. The construction industry 
is subject to wide swings in volume, and because of its sub- 
stantial contribution to the purchasing power of the state, 
it should always be taken into account. 

Data for the United States indicate that expenditures for 
new construction increased in July to bring the total to 
approximately the peak level of the middle of 1959. Resi- 
dential construction has been climbing steadily since the 
first of the year at a rate that more than offsets the slight 
decline in nonresidential building. 


SELECTED BAROMETERS OF TEXAS BUSINESS 
(1947-49 = 100) 








Percent change 


July 1961 July 1961 





July June July from from 
Index 1961 1961 1960 June 1961 July 1960 
Texas business activity - 230 244 211 — 6 + 9 
Miscellaneous freight carload- 
ings in S.W. district ...... 75 76 17 — 1 — 8 
Crude petroleum production 110.0* 109.8r 107.9r + 1 + 2 
Crude oil runs to stills .. 150 142 155 + 6 — 8 
Total electric power 
een. . 439% 442r 44lr — 1 $6 
Industrial power consumption. 392% 406r 388r — 3 + 1 
Bank debits : 273 290 252 — 6 + 8 
Ordinary life insurance sales 407 895 419 + 8 — 8 
Total retail sales 
(1957-59 = 100) 105.4* 106.0r 105.3 — 1 oe 
Durable-goods sales 
(1957-59=100) _................. 99.1% 102.7r 97.8 — 4 + 1 
Nondurable-goods sales 
(1957-69—=100) ~............... 108.7* 107.7r 109.3 + 1 — 1 
Urban building permits issued 
(1957-59—100) _.. . 115.4 106.7 180.6 + 8 — 12 
Residential 
(1957-59=100) —.....0.......... 115.6 97.4 84.6 + 19 + 87 
Nonresidential 
(1957-59=100) ..... ---- 121.7 111.00 214.1 + 10 — 48 
Total industrial production ........ 177 174 174 + 32 + 8 
Average weekly earnings 
manufacturing ..... s--- 181.9% 181.0r 182.6 *¢ aad 





Adjusted for seasonal variation. 

* Preliminary. 

r Revised. 

** Change is less than one-half of one percent. 


Inventory liquidation has been one of the most signifi- 
cant contributions to the decline in business, and data on 
a national basis indicates that this trend has been reversed. 
Manufacturers’ inventories remained unchanged through- 
out May and June, while retail inventories increased 
slightly during June. The sharp decline that occurred 
through March has been arrested and there is an indication 
that rebuilding of stocks may soon get under way. Re- 
building of stocks can have an extremely stimulating effect 
on production, so it may be expected that industrial pro- 
duction will continue to climb, both in Texas and for the 
country as a whole. 
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Marital Property in Texas 


BY JACK W. LEDBETTER 


Attorney at Law, 


Assistant Professor of Business Law 


The University of Texas 


Two basic approaches to marital property exist in the 
United States today. The vast majority of the states have 
adopted and follow the basic “common law” property con- 
cepts from England in much the same manner as in other 
areas of law. Some eight states, however, including Texas 
have split with the mother country in this area, and have 
adopted the “community” property concept of Spain. To- 
day the reasons for this variation are largely historical, but 
each system is well established in each state, and any sub- 
stantial changes are virtually impossible. 

Unlike the common law concept of property, which con- 
templates the complete merger of the wife’s legal interests 
into those of the husband, the community concept contem- 
plates that a marriage is a “partnership.” Thus, each mari- 
tal “partner” is obligated to donate the use of his or her 
personal efforts, time, and individual property for the joint 
benefit of the partnership. In return, each partner shares 
equally in the profits or gains of the marriage regardless of 
which spouse or whose property actually created or earned 
the benefit. 

The property earned by the partnership, be it wages, 
profits, or otherwise, is characterized as “community prop- 
erty” to signify its joint or community nature, and the 
whole of such property is termed the “community” or the 
“community estate.” Should either spouse own property be- 
fore marriage, or should property be acquired during mar- 
riage through no effort of the partnership, such as by gifts, 
will, or inheritance, then such property is not considered as 
“earned,” and it is characterized as “separate property” or 
the “separate estate.”” The reader should note at this point 
that, in theory at least, the community estate can never 
receive a gift but must always earn its acquisitions. This is 
basically the case in Texas although there are several recog- 
nized exceptions to this theoretical principle. 


Problems in Application 


Although the foregoing paragraphs present the theoreti- 
cal foundation behind the community property system, 
there remain the problems of practical application. In most 
situations the classification of property as community or 
separate is clear and relatively simple, but there are always 
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the borderline cases and confused acquisitions which re- 
quire careful study and analysis. Their existence should act 
to prevent the layman from classifying his property too 
quickly—and sometimes erroneously. 

Clearly, if the husband or wife is employed, his or her 
salary is community property. Likewise any other personal 
income becomes community property upon receipt. Equally 
so, although possibly not so clearly, all income earned from 
community or separate property becomes community prop- 
erty upon acquisition. This includes, for example, rent 
from a separately owned house or cash dividends from 
separately owned shares of stock. The reason for such re- 
sult is the fundamental, principle that each spouse donates 
to the partnership not only his or her personal effort, but 
also the use of his or her separate property. 

What happens if a spouse sells or exchanges separate 
property ? Here, in contrast with its rules whereby earnings 
or income become community property upon receipt, the 
law, in the case of a mutation (exchange) in the property, 
does not contemplate that a spouse should forfeit entirely 
his or her separate property so that it, too, becomes com- 
munity. In other words, although the community is entitled 
to the earnings or income from both separate estates, each 
spouse is entitled to maintain his or her estate intact and 
undiminished. Thus, upon a sale of separate property, the 
money received becomes separate property; and upon re- 
investment, the new property likewise becomes separate 
property upon purchase. If separate property is sold at a 
profit, the profit or gain is not considered income or earn- 
ings to be taken into the community, but remains separate 
property as mere appreciation in value. The reader may 
notice the similarity between this concept and the “capital 
gains vs. ordinary income” concept of federal income tax- 
ation. 

Should separate property be sold and payment made 
with an interest-bearing promissory note, the reader should 
recognize that the principal of the note would be separate 
property while the interest, being income, would be- 
come community property upon receipt. Thus, the note 
would be jointly owned by the community and the separ- 
ate estate of the spouse owning the original property. Fre- 
quently, this joint ownership concept may create very com- 
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plex problems. For example, assume the husband, prior to 
marriage, purchases an automobile for cash. This auto is 
clearly his separate property. He then marries, and after- 
ward the car is traded-in on a new automobile, the balance 
being paid from his wages, which are community funds. 
The new vehicle is now owned jointly by the community 
and his separate estate in the ratio of value given at the 
time of this second purchase. Later, if this second car is ex- 
changed for another, a new ratio is created. One can visu- 
alize the confusion and difficulty encountered some 20 
years and 5 cars later when the husband dies and the heirs 
commence distribution. Automobiles have been used as the 
example here, but one can encounter the same difficulty 
with any item of property from joint banking accounts to 
homes. This approach, calling for joint community-separ- 
ate ownership of property, is unique with Texas. The other 
community property states hold the new acquisitions to be 
fully owned by the community if obtained during marriage, 
with the separate estate entitled to reimbursement only 
for the value advanced. 

Because of this very common co-mingling of property 
by the marital parties and the inherent difficulties it can 
cause, the legislature long ago established a most important 
statutory rule in this area. This statute provides that all 
property which the husband or wife may possess is pre- 
sumed to be community property until proven otherwise. 
This presumption places the burden upon the party claim- 
ing separate ownership to trace exactly the separate inter- 
est claimed. In most cases this is an impossible task where 
there has been extensive co-mingling. The purpose of this 
presumption is to give weight to the usual situation in which 
basically all the marital property is intended to be joint or 
community, and the husband and wife are not concerned 
with the minor amounts of separate property that might 
have been absorbed into the community during marriage. 
Unfortunately, however, there have been cases in which 
substantial separate estates were lost unintentionally when 
a party (or his heirs) could not trace the original separate 
items into the current marital holdings. 

Other problems may arise where property is purchased 
over a period of time, such as through lay-away or on an 
instalment basis, and where the purchase money comes 
from two estates; i.e., separate and community or husband’s 
separate and wife’s separate. Basically, the character of 
property is established at the time of acquisition, so that if 
a single man makes a down payment on a car, then marries 
and completes the payment from his wages (community 
funds), the car is his separate property, but the community 
is entitled to reimbursement for the loan it has made to 
complete the payment. An exception to this arises where 
one, in contemplation of marriage, purchases an item. Here, 
the item becomes community upon marriage, and the pur- 
chaser is entitled to reimbursement of this separate estate. 
The same result is reached where community credit is used 
to guaranty the purchase even though separate funds are 
actually expended. In both of these situations, the mani- 
fested intent of the parties is that the community should 
own the property and the cash payment is construed as a 
loan to the community. 

The courts and legislature have further strengthened this 
statutory presumption of community ownership by enforc- 
ing it even though the property is listed in the individual 
name of the husband or wife. The family car and home are 
frequently carried in the husband’s name alone, but this in 
no way precludes community ownership. Also, it should 
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be noted that while the statutes provide that a bank account 
is presumed to be the property of the spouse in whose name 
it is carried, this presumption exists only for the benefit of 
the bank so as to protect it from liability for allowing an 
improper withdrawal. It does not alter the general presump- 
tion of community property insofar as others are concerned. 


Change in Character of Property 


Thus far, this section has been concerned with the initial 
classification of marital property. The question now is 
whether or not property can be converted or transferred 
from one class or character to another. The general answer 
is “yes,” but there are several important qualifications. 

Since separate property is defined as property owned or 
claimed before marriage or acquired thereafter by gift, 
devise or descent, it is permissible for the husband, as man- 
ager of both the general community estate and his separate 
property to make a gift of either to his wife as her separate 
property. Similarly, the wife may give her separate prop- 
erty to the husband as his separate property. She also may 
give that part of the community estate under her special 
control. Because the community must earn its acquisitions, 
however, no gift may be made to it, and an attempted gift 
will become jointly owned separate property of the spouses. 
Of course, many gifts to married persons become com- 
munity by absorption when no one objects and the general 
presumption of community ownership settles the matter. In 
other words, all acquisitions are automatically presumed to 
be community property if received by either spouse during 
marriage, and if no one proves their true character as 
separate property this presumption becomes conclusive. 

Because the husband alone has control over the general 
community estate, the courts traditionally have held that a 
husband and wife cannot, by voluntary agreement or par- 
tition, convert community property into separate property. 
In 1949, however, the Texas Constitution was amended to 
allow partition of existing community property, and in 
1950 the legislature implemented the constitutional pro- 
vision by providing procedures whereby such division could 
be accomplished. Thus, today, a husband and wife may 
divide the community so as to have only individually owned 
separate estates. The division, however, is effective only as 
to property in existence at the time of the partition. Prop- 
erty acquired thereafter becomes community or separate 
as the case may be as if no such division had been made. 

Where there is a divorce or permanent separation of the 
marital parties, the community may be divided by the 
parties with a proper “property settlement,” and such divi- 
sion shall be effective for both presently existing property 
and property to be acquired in the future. This situation 
differs from the constitutionally permitted partition in that 
a divorce or permanent separation destroys the “partner- 
ship” or renders the marital ties too weak to be meaningful. 


Control and Management 


Prior to 1913 the laws of Texas relating to control and 
management of the community and separate estates were 
relatively clear and certain—the husband was sole manager 
of all estates. In 1913 the legislature gave the wife the right 
to manage and control her separate property within certain 
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limits, and from that time, through judicial decisions, tech- 
nical changes and conflicting statutes, the law has become 
increasingly more complicated and uncertain. Some histori- 
cal background is necessary in order to understand the 
meaning and impact of the present provisions concerning 
this important area of marital property law. 

At the time the legislature permitted the wife to manage 
her separate property, it also attempted to divide the con- 
rol of the community estate and to change the basic liability 
of the community. In establishing the areas under the wife’s 
control, the Act of 1913 provided: 

. .. the personal earnings of the wife, the rents from 

the wife’s real estate, the interest on bonds and notes 

belonging to her and dividends on stock owned by her 
shall be under the control, management and disposi- 


tion of the wife alone... (Art. 4622, R. S. 1913). 


Correspondingly, the statutes concerning property ex- 
empt from liability for the husband’s debts repeated the 
same items in providing: 

Neither the separate property of the wife, nor the rents 

from the wife’s separate real estate, nor the interest on 

bonds and notes belonging to her, nor dividends on 
stocks owned by her, nor her personal earnings shall 
be subject to the payment of debts contracted by the 

husband... (Art. 4621, R.S. 1913). 

But in defining the property which would be subject to 
the payment of debts contracted by the wife, the legislature 
used a greatly simplified provision: 

Neither the separate property of the husband nor the 

community property other than the personal earnings 

of the wife, and the income, rents and revenues from 
her separate property shall be subject to the payment 

of debts contracted by the wife ... (Art. 4624, R. S. 

1913). 

When examined in retrospect, it seems clear that the 
legislature did not intend the variation in language to be 
of any significance; the basic aim being to divide the con- 
trol, management, and liability of the community and 
separate estates along the lines of individual efforts. Unfor- 
tunately, however, the variation in language did exist and 
did raise uncertainties concerning the true line of authority 
and responsibility. The fear developed among creditors 
that a legal gap had been created which would leave certain 
property free from all legal process for debts incurred. The 
uncertainty was as to the intent of the legislature in ex- 
pressly enumerating certain types of property under Arts. 
4621 and 4622 of the 1913 statutes and not doing likewise 
under Art. 4624. Was there certain property controlled by 
the husband but not liable for his debts? Was it intended 
to exclude other types of income or revenue from the wife’s 
control ? 

In an effort to clear up this uncertainty, the legislature, 
in 1917 and 1921, amended the statutes to transfer these 
questioned items (rents, revenues, and income from sepa- 
rate property) into the separate estate of the individual 
earning spouse. It was thought that this would clear up any 
question since each spouse had the right to control his or 
her separate property, and now these items were merely 
part of those estates. In 1925, all the statutory laws of Texas 
were reviewed, restated, and revised. New numbers were 
assigned to all new and retained statutes. Proceeding upon 
the assumption that the changes of 1917 and 1921 were 
valid, the legislature, in consolidating the marital property 
statutes, omitted the provisions of old Art. 4622, R. S. 1913, 
entirely as no longer necessary. The provisions of old Arts. 


SEPTEMBER 1961 


4621 and 4624 were not changed, however, but were re- 
tained as Arts. 4616 and 4623, R. S. 1925. 


Then, in late 1925, the Texas Supreme Court held the 
Acts of 1917 and 1921 unconstitutional insofar as they 
attempted to transform rents, revenue, and income into 
separate property. In 1929 the legislature redefined the 
various estates to reflect this decision and return rents, 
revenue, and income to the community estate. This had the 
effect of placing the rents, revenue, and income from sepa- 
rate property back under the control of the husband, as 
community manager; but because the provisions of old 
Arts. 4621 and 4624 of the 1913 Acts were still in effect as 
Arts. 4616 and 4623, R. S. 1925, the wife’s rents, revenues, 
and income, were not responsible for the husband’s obliga- 
tions, and they were responsible for her obligations even 
though she had no control over them. Creditors were still 
uncertain of their position where these items were involved. 

This confused state continued for 21 years, with various 
decisions attempting to reconcile the differences without 
success. In 1950, however, the Texas Supreme Court took 
a long step toward clearing the difficulty with an exhaustive 
and well analyzed opinion in a case involving revenue from 
separate property (crops grown on the wife’s separate 
lands). The Court, after a detailed discussion of the history 
and decisions in the area, expressly held that rents, reve- 
nues, and income derived from the wife’s separate property 
are under her control and management and are not subject 
to liability for obligations incurred by the husband. With 
this decision a special class of community property under 
the exclusive control of the wife was judicially recognized. 
No name was given to this class, but it has commonly been 
called “the special community” or “special community 
property.” As the case concerned only rents from separate 
property, the Court did not consider the personal earnings 
of the wife, but the decision was broad in scope, and it is 
anticipated that when the question arises the Supreme Court 
will classify the wife’s personal earnings in the same cate- 
gory as a part of the “special community.” In the mean- 
time, however, an earlier decision not expressly overruled 
by this 1950 case indicates that if personal earnings of the 
wife are used to purchase property, such property will be 
general community property and will be subject to the pay- 
ment of debts contracted by the husband. Until clarification 
can be obtained in this area, it appears that the wife may 
control and manage income, rents, and revenues from her 
separate property, but may not control and manage her 
personal earnings once they leave her hands or are con- 
verted to other property. 

In 1957, the legislature finally eliminated the detailed 
listing in Art. 4616 (Art. 4621 of the 1913 statutes) as to 
property exempt from liability for debts contracted by the 
husband. 

With the problems of control and management of reve- 
nue, rents, and income have come the problems of the wife’s 
rights to exclusive management of her separate property. 
When the legislature, in 1913, granted the wife the right 
to manage her separate estate, they attached certain re- 
strictions for the purpose of protecting her in the more 
important transactions. Among other limitations, these 
restrictions provided that she must have the joinder of her 
husband in the sale or encumbrance of her separate real 
estate or sale of her separate stocks and bonds. No change 
was made in these restrictions until 1957 when the legis- 
lature provided a means whereby the wife, if twenty-one 
years of age or over, could manage her separate property 


7 











Local Business 
Conditions 


As a readex’s guide to better utility of retail sales data, an 
average per cent change from the preceding month has been 
computed for each month of the year. This percent change is 
marked with a dagger (+) following that figure. The next 
percent change represents the actual change from the pre- 
ceding month. A large variation in the normal seasonal from 
the actual figure represents an abnormal month. This third 
percent change is the percent change for the identical period 
the preceding year showing the change between the two years. 
Postal receipt information which is marked by an asterisk 
(*) indicates cash receipts received during the four-week 
postal accounting period ending July 21, 1961, and the per- 
cent changes from the preceding period and the comparable 
period in the previous year. Annual postal data are for 13 
four-week periods falling closest within 1959 and 1960 calen- 
dar years. Changes less than one-half of one percent are 
marked with a double asterisk (**). Houston and Waco retail 
sales information are reported in cooperation with the Uni- 
versity of Houston Center for Research in Business and Eco- 
nomics and Baylor Bureau of Business Research, respectively. 
End-of-month deposits as reported represent money on de- 
posit in individual demand deposit accounts on the last day 
of the month. All population figures are final 1960 census 
data. Figures under Texarkana with the following symbol 
(§) are for Texarkana, Texas, only. 














Percent change 


























July 1961 July 1961 
July from from 
City and item 1961 June1961 July 1960 

ABILENE (pop. 90,368) 

4 EES ee eRe ea — 2t — 1 + 12 
Apparel stores ; ; — it — 22 — 15 
Automotive stores — 65f — 10 + 82 
Drug stores ............. oe + 4 — 2 
General merchandise stores —............. oe + 15 — 5 
Lumber, building material, 

and hardware stores —...................... — if + 30 + 89 

Postal Receipts* g 98,562 — 6 + 6 

Building permits, less federal contracts $ 957,019 — 59 — 45 

Bank debits (thousands) —.................. t 96,572 — 6 + 5 

End-of-month deposits (thousands) t..$ 68,588 — 2 + 18 

Annual rate of deposit turnover —......... 16.7 — 6 — 7 

Employment (area) .........................-.-.. 85,850 + 1 + 12 
Manufacturing employment (area) .... 8,980 + 3 + 24 

Percent unemployed (area) —............... 6.6 — 4 + 12 

ALICE (pop. 20,861) 

Retail sales 
Lumber, building material, 

and hardware stores —................ : — it + 81 + 33 

Ee 18,682 + 17 + 12 

Building permits, less federal contracts$ 82,763 — 64 — 80 

ALPINE (pop. 4,740) 

Postal receipts* _......_... asics contested $ 5,258 + + 11 

Building permits, less federal contracts $ 14,000 +419 ae 

Bank debits (thousands) —................. 5 2,473 — 10 + 1 

End-of-month deposits (thousands) t....§ 8,361 4 + 8 

Annual rate of deposit turnover ...... 9.0 — 9 + 8 
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Marital Law... 


exclusively, without joinder of her husband, by following a 
simple court procedure. 


Liabilities 

1. The General Community Property. The general com- 
munity, i.e., all community property other than rents, 
revenues, and income from the wife’s separate property, is 
responsible for all debts incurred by the husband. It is not 
responsible for debts incurred by the wife except those for 
“necessaries furnished herself and her children.” What is 
a “necessary” is not defined, and it must be judicially 
established for each situation. A Cadillac has been held 
to be a necessary where it was shown that the particular 
station in life and the standard of living of the family 
involved made its ownership necessary. In another case, a 
pick-up truck was held not a necessary where the family 
already had a truck and their financial condition made a 
second one unnecessary. 

2. The Special Community. Although there has never 
been an express statutory division of the community estate, 
the statutes impliedly do divide the community by provid- 
ing that the wife’s personal earnings and the revenue from 
her separate property shall not be liable for debts incurred 
by the husband but shall be liable for debts of the wife. 

3. The Separate Estates. Each separate estate is liable 
for the proper debts contracted by the owning spouse. In 
addition the husband’s separate property is liable for the 
wife’s contracts for necessaries. Neither separate estate is 
otherwise liable for debts incurred by the opposite spouse. 


Contractual Powers of Married Women 


Wife’s Separate Property. Prior to 1957, there were no 
specific statutes expressly authorizing a wife to make any 
contracts whatsoever. But the legislature, by giving her sole 
management, control, and disposition of her separate estate, 
and by rendering such estate liable for her debts, clearly 
indicated that she must have some contractual power in 
this area. The courts quickly recognized this fact, but the 
early decisions took the strict position that the wife’s power 
to contract was limited to those agreements necessary for 
the proper care, protection, or preservation of her separate 
property. Later decisions became more liberal and held 
that any contract by the wife connected with the manage- 
ment or control of her separate property would be valid and 
binding on her. A 1957 statutory amendment gave legis- 
lative approval to this latter rule. Today the wife has full 
contractual power with respect to management and control 
of her separate property with two important qualifications: 

First—under the pre-1957 statutes, the joinder of the 
husband was required for all encumbrances or conveyances 
of her separate lands or sale of her separate stocks and 
bonds. A statutory amendment in 1957 permits such sales 
or encumbrances by a wife without joinder, but only if 
certain requirements are met: 

1. The wife must be 21 years of age or over, and 

2. She must file a duly acknowledged statement with the 
County Clerk of her residence signifying her desire to have 
sole management of her entire separate estate. (A 1961 
amendment allows a similar filing in other counties in 
which the wife owns real property.) 
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Failure to comply with these two requirements will leave 
the old rules in effect, and the wife must then have the 
joinder of her husband for these particular transactions. 

Second—the courts have added an important excep- 
tion to the married woman’s contractual responsibility. 
This exception applies to a wife’s contract to purchase land. 
It is well established that a wife cannot be held liable on 
her executory contract to purchase land, nor can she be 
held liable for the purchase money even though she has 
executed a promissory note therefor. The reasoning behind 
this doctrine has been that since land to be purchased is 
not yet her separate property, the contract to purchase 
executed by a wife is not connected with management and 
control of her separate property so as to be within her 
authorized and binding power. If her husband has de- 
posited escrow or earnest money with the seller, however, 
he may not obtain a refund, and he may be liable for 
damages. 

This 1957 amendment discussed above contains a some- 
what more liberal statement of the wife’s powers, and at 
least one authority has reasoned that the wife is now author- 
ized to enter into binding contracts for the purchase of land 
provided she complies with the newly established filing 
requirements. There have been no decisions by appellate 
courts concerning this matter since enactment of this 1957 
amendment. The true extent of the wife’s contractual 
authority in this area is of obvious interest to all having 
real estate transactions involving married women. Until it 
can be settled, however, most persons continue to insist 
upon the husband’s joinder in these cases. 


The Special Community Estate 


As noted previously, prior to 1957 there was no express 
statute concerning the wife’s right to contract for any pur- 
pose. The courts, however, had long ago established that 
the control, management, and liability provisions clearly 
indicated a legislative intent that certain contracts be per- 
missible. This same 1957 amendment expressly authorizes 
her contracts connected with her separate property, but it 
makes no provision for her to contract with respect to the 
community estate. Thus, the older cases remain in effect 
as our only guidance today, and by analogy it appears that 
a married woman’s contract shall be binding if entered into 
by her for any purpose having to do with rents, revenue, 
and income from her separate property. The validity of a 
contract by a married woman with respect to her personal 
earnings is still in doubt, however, and will remain so until 
cleared by legislative or judicial action. 


The General Community Estate 


1. Necessaries. The problem of necessaries demands 
little additional comment, and it is well established that the 
wife does have at least a quasicontractual capacity in this 
area. The statutes making the community liable for such 
necessaries have been used as a basis for holding that the 
wife had contractual capacity to incur such debt. Her liabil- 
ity in such cases, however, is based on quasi-contract; that 

she is liable only for the fair market value of the article 
received, which value may not be the same as its contract 
price. 
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Local Business Conditions _- 


Percent change 





July 1961 a 1961 
































July from rom 
City and item 1961 Junel96l1 July 1960 

AMARILLO (pop. 137,969) 

Retail sales ... — 2 — 6 — 15 
ican — lt + 8 — 23 
Automotive stores .. S stemisadee — 57 + 4 — 10 
Eating and drinking shonin Bee + 2t + 13 — 12 
Furniture and household 

appliance stores ...... Dsteenatie + If + 5 — 23 
Lumber, building material, 
and hardware stores ..... ea Seas — If — 22 — 19 

Postal receipts* .- $ 185, _ ee + 8 

Building permits, less federal contracts $ 3,061,372 — 65 — 7 

Bank debits (thousands) ; : $ 242,663 + § + 8 

End-of-month deposits (thousands){t..$ 120,582 — 1 + 4 

Annual rate of deposit turnover 24.0 + 5 + 1 

Employment (area) 51,800 — il — 8 
Manufacturing noua pane 5,480 — 1 — 9 

Percent unemployed (area) .......... 6.1 ss + $1 

ANDREWS (pop. 11,135) 

Postal receipts* _... 6,504 — 18 — 18 

Building permits, lene federal cede ; 150,300 +2906 + 7 

Bank debits (thousands) .......... .$ 5,336 a 

End-of-month deposits (thousands) t. $ 7,412 ee 

Annual rate of deposit turnover ............ 8.7 a 

ANTHONY (pop. 1,082) 

Building permits, less federal contracts $ 10,000 +2400 oer 

Bank debits (thousands) ........ $ 1,588 — 3 26 

End-of-month deposits (thousands) ¢ 3 1,329 — 1 —17 

Annual rate of deposit turnover -........... 14.3 — il + 61 

ARANSAS PASS (pop. 6 ane) 

Postal receipts* . 5,206 + 8 + 2 

Building permits, pee federal eeakenate : 48,300 +236 + 46 

Bank debits (thousands) ~......................$ 4,789 + 15 — 8 

End-of-month deposits (thousands) t $ 4,646 — 1 + 9 

Annual rate of deposit turnover -.......... 12.3 + 14 — 18 

ARLINGTON (pop. 44,775) 

Retail sales 
IN II oi ciccacetisonmntccneracccneciant — it + 41 + 17 
Lumber, building material, 

and hardware stores -.....................-. — if + 8 + 80 

Postal receipts* —....... ee 42,034 + 8 + 16 

Building permits, less federal contracts $ 1,598,108 — 37 + 30 

Bank debits (thousands) .................... $ 31,016 el ae 

End-of-month deposits (thousands) f....$ 20,244 se 

Annual rate of deposit turnover 18.4 ne er 

Employment (area) —........................... 215,000 se + 2 
Manufacturing employment (area) .... 53,425 oe — il 

Percent unemployed (area) .................. 5.9 — 6 + 81 

ATHENS (7,086) 

Be i icscaineoie a 7,217 — 2 + 22 

Bank debits (thousands) Rare bicae sancti $ 7,934 — 8 + 12 

End-of-month deposits (thousands) f....$ 8,058 — 8 + 10 

Annual rate of deposit turnover ........... 11.6 — 8 — 8 

AUSTIN (pop. 186,545) 

UE i ce — 2+ + 5 — 1 
Apparel stores posta ~ — if + 9 2 
Drug stores ............... ed SERS se — 2 ** 
Furniture and heundheld 

enprences etores + lf + 4 — 10 
Lumber, building abate, 

and hardware stores ........................ — If + 5 ae 

ee $ 349,072 am € —— 

Building permits, less federal contracts $ 4,525,017 + 2 + 8 

Bank debits (thousands) —.................. $ 210,259 — 7 + 6 

End-of-month deposits (thousands)t...$ 153,078 — 1 + 7 

Annual rate of deposit turnover _........ Y 16.3 — 8 —_ % 

Employment (area) - F ‘ 78,600 + 2 + 6 
Manufacturing enahesinnh tenes) ss 5,910 + 32 — 6 

Percent unemployed (area) —.................. 5.0 — 7 + 25 








Local Business Conditions 


Percent change 


























July 1961 July 1961 
July from from 
City and item 1961 June 1961 July 1960 
BAY CITY (pop. 11,656) 
Retail sales 
Automotive stores : — bt + 20 + 35 
Drug stores Set — 3 + 3 
Lumber, building material, 
and hardware stores , — if — 17 + $1 
Postal receipts* $ 11,595 — 7 — il 
Bank debits (thousands) $ 11,750 — 10 + 1 
End-of-month deposits (thousands) t...$ 19,054 — 2 + 1 
Annual rate of deposit turnover _.. 7.8 — il — 8 
BAYTOWN (pop. 28,159) 
Postal receipts* E $ 23,279 — 8 + 3 
Building permits, less federal euniensia $ 483,220 + 37 +117 
Bank debits (thousands) 3 21,990 + 6 + 12 
End-of-month deposits (thousands) t....$ 22,054 + 3 + 6 
Annual rate of deposit turnover 12.1 + 6 + 17 
Employment (area) 512,300 ee + 2 
Manufacturing employment (area) 95,050 + 1 — 1 
Percent unemployed (area) = 5.2 + 4 + 16 
BEAUMONT (pop. 119 aiied 
Retail] sales — 2 — 1 + 6 
Apparel stores ...... — it + 1 + 6 
Automotive stores : — 6bf + 1 +- £ 
Furniture and household 
appliance stores + it + 15 + 4 
Lumber, building material, 
and hardware stores . — if — 2 + 17 
Postal receipts* $ 111,506 1 bid 
Building permits, less federal contzaste 5 880,357 — 35 — 12 
Bank debits (thousands) $ 174,462 + 10 + 16 
End-of-month deposits (thousands) t...$ 98,516 — 2 + 8 
Annual rate of deposit turnover 21.1 + 9 + 11 
Employment (area) 107,600 se + 2 
Manufacturing employment (area) 34,570 + 1 + 8 
Percent unemployed (area) 8.6 — 8 + 25 
BEEVILLE (pop. 13,811) 
Retail sales 
Lumber, building material, 
and hardware stores — if + 34 + 14 
Postal receipts* $ 9,472 — 18 — 15 
Building permits, less federal euteate $ 34,590 — 23 — 80 
Bank debits (thousands) g 9,934 + 6 + 3 
End-of-month deposits (thousands) t...$ 12,834 + 7 + 1 
Annual rate of deposit turnover ts 9.6 + 4 + 5 
BELLAIRE (pop. 19 872) 
rs ccsicemet 30,010 i 
Building permits, less federal contracts ; 36,350 — 82 +520 
Bank debits (thousands) 12,494 — 2 
End-of-month deposits (thousands) }...$ 8,427 + 2 
Annual rate of deposit turnover 18.0 — 2 
Employment (area) 512,300 oe + 2 
Manufacturing employment (area) 95,050 + 1 — 1 
Percent unemployed (area) eared 5.2 + 4 + 16 
BIG SPRING (pop. 31,230) 
Retail sales 
Lumber, building material, 
and hardware stores _.... iaictateshetl — it — 1 oe 
Postal receipts* - $ $2,815 + 41 + 8 
Building permits, less federal contracts $ 316,792 — 20 — 83 
Bank debits (thousands) $ $8,406 — 1 + 9 
End-of-month deposits (thousands)t...$ 25,308 — 5 — 2 
Annual rate of deposit turnover 17.7 + 1 + 10 
BISHOP (pop. 3,722) 
Postal receipts* $ 3,358 + 87 + 15 
Bank debits (thousands) < 3,353 + 49 + 5 
End-of-month deposits (thousands) ft. $ 2,861 + 15 + 9 
Annual rate of deposit turnover 15.0 + 30 — 8 
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2. Nonnecessaries. Although the statutes clearly state 
that the community shall be under the control of the hus- 
band and shall not be liable for the debts incurred by the 
wife, there have been numerous cases in which the wife at- 
tempted to contract in this area. The earlier decisions took 
the strict view that such contracts were wholly null and 
void, but the modern and majority decisions indicate that 
such unauthorized contracts are not void, but merely 
voidable at the option of the wife. This approach creates 
a one-sided contract in which one party is bound, but the 
opposing party, if a married woman, may avoid liability. 
In order to obtain the benefits of this option, the wife must 
make a timely claim of disability and enter a positive plea 
of coverture (marriage). If she attempts to use the contract 
to her advantage, the wife may be prevented from later 
pleading her disability so as to avoid its burdens. 

3. Life Insurance. The Legislature in 1959 amended the 
community property statutes by adding a new section to 
give the wife special contractual powers with respect to life 
insurance and annuity contracts. There have been no re- 
ported cases construing this provision or establishing its 
true legal effect. 


Summation 


The property laws of every state are among the oldest 
and most stable of all laws. Likewise, the laws governing 
marriage and the family have strong moral and legal his- 
tories. When problems arise that concern both marriage 
and property, one will generally discover unusual and 
unique statutes and judicial rules. No two states will agree 
on approach, and custom, tradition, religion, and public 
policy will be involved in almost every transaction. The 
Texas laws of marital property are generally neither more 
complex nor simpler than those of other states. To persons 
living in Texas and working under the community prop- 
erty system, it seems relativcly clear and just; to those 
persons entering Texas from a common law state, it may 
appear exceedingly complex and unjust. 

Regardless of one’s beliefs or desires, however, it must 
be recognized that all states including Texas, have this vast 
and individualistic body of law to govern its marital prop- 
erty situations. It is essential that every person having any 
connection with such property in any state have at least 
some understanding of the magnitude and fundamental 
concepts of the particular state’s law. Only then can dif_i- 
culties be recognized and competent professional assistance 
obtained to avoid or settle the matter. 


Texas Industrial Production 
Total Manufactures 
Index » Adjusted for seasonal variation « 1947-1949-100 





‘38'S? 6 


Source: Federal Reserve Bonk of Dolls. 
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THE MONEY MANAGERS 


By DAVID TOWNSEND, 
Associate Professor of Finance, 


The University of Texas 


Late in June of this year a private research group called 
The Commission on Money and Credit released a series of 
recommendations regarding the nation’s money and credit 
system to the President and the press. Based on three years 
of work by 110 professors who produced 11,000 pages of 
research papers, the full report was published in book form 
by Prentice-Hall in July under the title, Money and Credit, 
Their Influence on Jobs, Prices, and Growth. The Commis- 
sion was created and sponsored by the Committee for Eco- 
nomic Development and received additional financial sup- 
port from the Ford Foundation and the Merrill Foundation. 

The Commission’s recommendations are as numerous 
and as varied as one would suspect from the sweeping 
coverage of the report title. The prestige of the Commission 
and significance of the subject will probably assure lively 
discussion of their recommendations in the months ahead, 
and possibly the report and the ensuing debate will lead to 
legislative changes. 

The monetary policy section of the report includes recom- 
mendations for changing the decision making structure of 
the Federal Reserve System, that is, who the money man- 
agers will be. Significally, the Commission would reduce 
the Federal Reserve Board’s membership from seven to 
five, and the terms of the members of the Smaller Board 
would be staggered 10-year terms rather than the present 
14 years. Membership on the all-important Open Market 
Committee would be an exclusive privilege of the new five- 
member Board in contrast with the present 12-member 
Committee (seven board members plus five of the 12 Fed- 
eral Reserve Bank presidents on a rotating basis). 

All this makes dull reading and seems to suggest nothing 
more significant than a contribution to the endless sequence 
of changes in a wall chart which has become standard 
equipment in every self-respecting bureaucracy—the or- 
ganization chart. Indeed, while referring to these recom- 
mendations a well-known reviewer has written, “. . . Most 
of the proposed changes are not violent. They may be 
judged good or bad, but they certainly are not worth bleed- 
ing for or against.” 

On the contrary, I find ample reason to be greatly con- 
cerned over both the present and proposed methods of 
determining who the money managers will be. Increasingly, 
scholars and politicians are coming to realize that changes 
in the money supply have far-reaching and sometimes de- 
vastating effects on the level of economic activity; so much 
so that among the non-socialist nations, manipulation of the 
stock of money has become the chief device for achieving 
economic objectives. In view of their vast powers, the ques- 
tion of who the money managers will be is as worthy of 
public debate as any of the economic issues which come 
within the Commission’s purview. 

The following sections of this paper provide support for 
the hypothesis that policies adopted by the money man- 
agers are crucially important, and that the selection of the 
right policy or policies requires almost superhuman intel- 
ligence, and, therefore, the nature of the decision making 
structure within the monetary system is a matter of utmost 
political and economic significance. 
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Local Business Conditions 


Percent change 





July 1961 July 1961 
f 
































July rom rom 
City and item 1961 Junel1961 July 1960 

BRADY (pop. 5 338) 

Postnl VeenIeIe: j.W..5. $ 4,082 — 11 — 22 

Building permits, less federal contracts $ 25,950 — 41 +6500 

Bank debits (thousands) -............. $ 4,781 —ill + 4 

End-of-month deposits (thousands) 3... $ 7,292 + 1 + 8 

Annual rate of deposit turnover —._....... 7.9 — 13 se 

BRENHAM (pop. 7,740) 

SII NI aoe os since cpececrees 7,114 — 20 — 4 

Building permits, ess federal contracts ; 76,145 + 14 + 96 

Bank debits (thousands) —.................... $ 8,666 + 8 + 12 

End-of-month deposits (thousands) t...$ 11,927 + 1 — 2 

Annual rate of deposit turnover _........ * 8.8 + 4 + 14 

BROWNSVILLE stil 48 eae) 

ST I ccs 2t — 8 1 
Automotive stores ..................-.....--..---- — 65f — 20 —17 
Lumber, building material, 

and hardware stores _...................... — if bed + 22 

Postal receipts* - . Seco $1,409 + 5& + 18 

Building permits, hada federal eoninante $ 171,039 + 44 — 6538 

Bank debits (thousands) —.................... $ 36,686 + 82 + 15 

End-of-month deposits (thousands) t.. $ 18,187 — 65 + 7 

Annual rate of deposit turnover -........... 23.6 + 32 + «4 

BROWNWOOD (pop. 16,974) 

Retail sales 
Apparel stores ...... Bie ae gus Ste — it — 9 — 10 
Furniture and household 

Snpliance slotes .......................... + if — 8 — 6 

Postal receipts* —.............. pa 28,757 — 7 + 2 
Building permits, less federal pevereneneres $ 691,195 +1585 +250 

Bank debits (thousands) —................ a 14,848 — 8 + 8 

End-of-month deposits (thousands) t...$ 12,820 — 8 +—- 8 

Annual rate of deposit turnover _._....... 13.7 — 4 + 5 

BRYAN (pop. 27,542) _ 

Retail sales -........ aos — 2t — 2 — 10 
I INE nse cies — it 12 + 18 
DENS Manes os... — 65t — 7 + 2 
NN + 8st nied — 15 
Lumber, building material, 

and hardware stores —...................... — it + 15 — 26 

Postal receipts* —...................... A 21,925 — 7 + 4 

Bank debits (thousands) $ 25,082 + 1 

End-of-month deposits (thousands) t. $ 16,041 — 4 

Annual rate of deposit turnover _........ ’ 18.4 + 5 

CALDWELL (pop. 2,204) 

Re SI oom $ 2,27 — 17 — 8 

Bank debits (thousands) —.................. $ 2,035 — 4 —17 

End-of-month deposits (thousands) t....$ 8,620 — 8 — 2 

Annual rate of deposit turnover ........... 6.6 — 1 — 15 

CAMERON (pop. 5,640) 

ee ee $ 5,142 — 28 — 18 

Building permits, less federal contracts $ 82,700 + 75 + 31 

Bank debits (thousands) . ....$ 4,188 + 8 + 1 

End-of-month deposits (thousands) ¢.. $ 4,787 — 1 + 15 

Annual rate of deposit turnover ........... 10.4 * — 10 

CARROLLTON (pop. 4,242) 

Building permits, less federal contracts $ 951,768 + 17 +2874 

Bank debits (thousands) —..................... $ 8,781 — 8 + 19 

End-of-month deposits (thousands) t....$ 2,567 +e + 24 

Annual rate of deposit turnover —.......... 10.7 — 2 — 2 

CHILDRESS (pop. 6,399) _ 

Postal receipte® —.................................... 5,043 —-2 — 2 

Building permits, less federal contracts ; 22,450 + 20 + 69 

Bank debits (thousands) —................... $ 4,834 eI | ke 

End-of-month deposits (thousands) t....$ 6,110 — 8 

9.4 —20 ~~... 


betas rate of deposit turnover ............ 
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Percent change 
































July 1961 July 1961 
July from from 
City and item 1961 June 1961 July 1960 

CISCO (pop. 4 v499) 

Postal receipts* —..... ’ : $ 4,266 — 10 — 6 

Bank debits (thousands) aoe oe 2,975 — 65 — 8 

End-of-month deposits (thousands) t $ 8,820 + 2 ++ 

Annual rate of deposit turnover 9.5 — 6 — 1 

CLEBURNE (pop. 15,381) 

Retail sales 
Ne ea EE — if — 14 + 1 

Postal receipts* -....... $ 13,750 — 8 + 6 

Building permits, less federal eoutenete RS 83,825 + 19 — 86 

Bank debits (thousands) —.......... i= 10,685 + 2 ae 

End-of-month deposits (thousands) 2. $ 11,266 — 2 + 8 

Annual rate of deposit turnover .. 11.2 + 4 as 

Employment (area) - 446,200 ss + 2 
Manufacturing englayment (area) 98,275 ** + 4 

Percent unemployed (area) -................ 5.2 — 6 + 21 

CLUTE CITY (pop. 4,501) 

Postal receipts* . 2,083 + 2 + 16 

Building permits, less federal eoultenate : 17,068 — 61 — 62 

Bank debits (thousands) ~....... ae 1,433 — 2 — 12 

End-of-month deposits (thousands) t..$ 1,279 + 6 + 16 

Annual rate of deposit turnover 13.8 — 8 — 20 

COLLEGE STATION (pop. ll 2396) 

Postal receipts* ,892 — 24 + 15 

Building permits, less federal contracts ; ase — 61 — 61 

Bank debits (thousands) $ 8,543 oe + 6 

End-of-month deposits (thousands) t__.$ 2,561 + 2 — 1 

Annual rate of deposit turnover 16.8 + 2 + 2 

COLORADO CITY (pop. 6,457) 

Retail sales 
Lumber, building material, 

and hardware stores — it — 4 + 24 

Postal receipts* $ 5,885 + 20 + 1 

Bank debits (thousands) $ 5,047 * + 28 

End-of-month deposits (thousands) t...$ 6,419 + 14 + 1 

Annual rate of deposit turnover -........ 10.0 — 6 + 80 

COPPERAS COVE (pop. 4,567) 

Postal receipts* + 29 + 28 

Building permits, less federal contracts ; aaae +109 +150 

Bank debits (thousands) “— onde 951 — 6 + 45 

End-of-month deposits (thousands) ¢...$ 692 — 2 + 1 

Annual rate of deposit turnover -... 16.3 — 1 + 88 

CORPUS CHRISTI (pop. 167,690) 

EEE Re Ne ent ROE + 3 ied 
Apparel stores —........ ae ie ae or — = — 98 + 1 
Automotive stores _... a — 6bt + 4 + 2 
Nurseries Peg ken — 50 — 18 

Postal receipts* ee 159, 986 — 4 + 1 

Building permits, less federal contracts $ 1,774,783 — 1 + 91 

Bank debits (thousands) : ..$ 186,608 — 2 — 4 

End-of-month deposits (thousands)t..$ 107,561 + 8 + 2 

Annual rate of deposit turnover 21.1 — 8 — 6 

Employment (area) 64,200 ee — 2 
Manufacturing emplepunent (area) 8,780 bed aod 

Percent unemployed (area) 7.5 — 6 + 28 

CORSICANA (pop. 20,344) 

Postal receipts* _ 16,550 — 89 — 13 

Building permits, less federal contr ast ; 27,450 — 8&1 — 55 

Bank debits (thousands) a8 SS 15,095 — 7 9 

End-of-month deposits (thousands) t. $ 18,967 — 8 4 

Annual rate of deposit turnover 9.5 — 7 — il 

CRYSTAL CITY (pop. 9,101) 

Postal receipts* ° 8,423 — 2 + $8 

Building permits, eos federal contracts ; 10,090 — 42 — $8 

Bank debits (thousands) —........ am. | 2,088 — 12 + 5 

End-of-month deposits (thousands) ¢ g 2,505 + 2 — 8 

Annual! rate of deposit turnover 10.1 — 18 + 9 
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Money Managers... 


The undergraduate student of the monetary system learns 
that the money supply is affected by international trans- 
actions and government fiscal and debt management 
policies. He also learns that the Federal Reserve Open 
Market Committee has sufficient power to offset these influ- 
ences and to provide the economy with an amount of money 
which, in its judgment, is the desirable amount. But, what 
is a desirable amount? As they manage the supply of 
money, what objectives are the monetary authorities at- 
tempting to serve or achieve? 

United States experience with a managed paper standard 
monetary system suggests that there are four major objec- 
tives which guide the decisions of the money managers. 

1. Sufficient expansion of aggregate demand through 

time to ensure steady growth of per capita production 

of goods and services and to keep labor unemploy- 
ment within politically tolerable bounds. 

2. Sufficient restraint on the growth of aggregate de- 

mand to prevent significant upward movement of the 

price level. 

3. Sufficient restraint on the growth of aggregate de- 

mand to prevent international payments deficits which, 

if they become large enough or lasted long enough, 

would force either (a) the devaluation of the dollar 

in terms of gold or (b) the imposition of government 
controls over international transactions or (c) both 

(a) and (b). 

4. Provide an orderly market for the securities which 

comprise the federal government debt. 


Recent Examples of Conflicting Objectives 

Unfortunately, the combination of events which makes 
history does not permit the money managers to use their 
powers to pursue one objective at a time. The more typical 
situation is one of critical concern for two or more of the 
objectives at the same time; yet if the objectives conflict, 
the authorities must sacrifice one objective or be satisfied 
with partial failure in the attainment of all the conflicting 
goals, 

1929—1933—A somewhat ancient case of conflict and 
decision with perhaps terrible consequences for all of us 
involves the three to four year period beginning in 1929 
in which the gross national product declined about 50% 
While this severe contraction in real output was running 
its course, the money managers permitted a 25% reduction 
in the nation’s money supply (from $26,366 million on De- 
cember 31, 1929 to $19,817 million by year-end 1933) . The 


perverse movement of the monetary stock undoubtedly 
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Money Managers... 


accentuated the decline in production and employment, 
and, in addition, precipitated the commercial banking sys- 
tem’s collapse, a development which, according to some 
students of business fluctuations, converted a severe depres- 
sion into a decade-long national disaster which bears today 
a unique designation—The Great Depression. 

Clearly, the authorities sacrificed objective one above in 
this period. And there exists some evidence which suggests 
that concern over the gold stock (objective three) created 
the conflict and the necessity for such a fateful decision. 
Following Great Britain’s abandonment of the gold stand- 
ard in 1931, the United States’ gold stock declined steadily 
from September until June 1932. Despite the growing fail- 
ure to achieve objective one the Federal Reserve Banks 
promptly moved to halt the gold loss by raising their dis- 
count rates in the fall of 1931. 


1941—1951—Great wars force central government ex- 
penditures far above tax receipts. At such times the money 
managers are obliged to buy huge amounts of debt secur; 
ities with newly created money in order to ensure favorable 
borrowing terms for the government. This money creating 
aspect of maintaining an orderly market for government 
obligations (objective four) implies an absence of inflation 
restraints (objective two). The World War II-Korean War 
period provides an excellent example of a decision to use 
the monetary system to support government debt manage- 
ment activities rather than to curb inflation. 


1952-—1958—The mid-fifties were marked by routine 
business fluctuations and inflation which continued to 
“creep” even in recession (note especially the upward move- 
ment of the price level in the recession of 1957-1958) . The 
expression that “some inflation is the price of full utilization 
of productive capacity,” and its reverse, “rising unemploy- 
ment is the penalty for achieving price level stability” were 
commonplace in this period. The conflict cavebeed objec- 
tives one and two, and the money managers compromised 
by accepting partial failure in the attainment of both ob- 
jectives. 


1959-—1961—Two recessions in three years (1957- 
1958 and 1960-1961) bounding an incomplete recovery in 
1959-1960 have added a note of great urgency to achiev- 
ing objective one. The whole political community has been 
urged and exhorted “to get moving again.” The ominous 
rise of the unemployment figure to the 6% to 7% of work 
force level and the much greater growth rates being 
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July from rom 
City and item 1961 June1961 July 1960 

DALLAS (pop. 679,684) 

Retail sales — 3t — 5 — 4 
Apparel stores — 8&f + 8 + 3 
Automotive stores —..W..--..2....-...---.---- — 5f — 15 + 1 
Eating and drinking places —............. eet — 4 — 12 
Food stores oor — 1 — 10 
Furniture and household ; 

Spplneen eee... — 6bf + 16 oe 
Lumber, building watered, 

and hardware stores |.....................- — 4t — 18 + 18 
Office, store, and school 

I ID cork — 4 — 18 — 28 

I I oa icrcctitcenccicrnnns $ 2,090,158 — 4 + 1 

Building permits, less federal contracts $18,483,368 + 56 + 58 

Bank debits (thousands) —..................$ 2,855,710 — ill + 9 

End-of-month deposits (th ds) t....$ 1,225,127 + 1 + 65 

Annual rate of deposit turnover _......... 28.2 — 18 + 4 

Employment (area) ...................-.....- 446,200 se + 2 
Manufacturing employment (area) .... 98,275 oe + 4 

Percent unemployed (area) —.................. 6.2 — 65 + 21 

DEER PARK (pop. 4 asain 

Postal receipts® _...... 4,649 ee — 15 

Building permits, less federal niente : 416,950 +216 +268 

Bank debits (thousands) —.............. x 2,587 — 8 + 6 

End-of-month deposits (thousands) ¢....$ 1,628 — 8 — 6 

Annual rate of deposit turnover ............ 18.7 + 8 + 18 

Employment (area) -........-...-----.-0--0--- 512,300 aad + 2 
Manufacturing employment (area) .... 95,050 + 1 — 1 

Percent unemployed (area) -.................. 5.2 + 4 + 16 

DEL RIO (pop. 18,612) 

Retail sales — 2t es +11 
Automotive stores —..........-...-..----.- — 65bt + 4 + 29 
Lumber, building material, 

and hardware stores _................ — it — 8 — 8 

Postal receipts* . .$ 12,325 + 6 + 14 

Building permits, ‘lens Sebel peeree $ $7,928 — 23 — 60 

Bank debits (thousands) —..................... é 9,079 — 4 + 6 

End-of-month deposits (thousands) t....$ 18,809 + 7 + 13 

Annual rate of deposit turnover -.......... 8.1 — 8 — 6 

DENISON (pop. 22,748) 

Retail sales — 2t — 20 — 2 
uN NID oi cicctcsnacchons — If + 2 + 1 
Automotive stores -............................... — 65ft — 85 — 14 
Drug stores s+ ee +17 

Postal receipts* $ 17,171 — 21 + 8 

Building permits, less federal ‘contracts $ 388,968 + 12 +298 

Bank debits (thousands) —..................... $ 17,185 — 2 + 6 

End-of-month deposits (thousands) t...$ 16,209 — 8 +14 

Annual rate of deposit turnover _.......... 12.5 — 2 — 8 

DENTON (pop. 26,844) 

Retail sales — 2t — 9 + 4 
Apparel stores — lt +14 + 4 
Drug stores oot — 6 — 1 

Postal receipts* $ 2479 — 2 + 28 

Building permits, less federal contracts $ 553,528 + 31 — 56 

Bank debits (th ds) a 22,240 + 14 + 19 

End-of-month deposits (thousands){t..$ 21,019 9 + 12 

Annual rate of deposit turnover _.......... 13.2 + 8 ee: 

Employment (area) .- 446,200 oe + 2 
Manufacturing eughymant tana). 98,275 ed + 4 

Percent unemployed (area) .................... 5.2 — 65 + 21 

DONNA (pop. 7,522) 

Postal receipts* $ 8,401 — 8 — 2 

Building permits, less federal contracts $ 40,600 29 +180 

Bank debits (th ds) $ 2,885 — 1 + 4 

End-of-month deposits (thousands) t....$ 2,976 —4 + 11 

Annual rate of deposit turnover .......... 10.7 — 7 — 








Local Business Conditions —_ 


Percent change 


July 1961 July 1961 























July from from 
City and item 1961 June 1961 July 1960 

EDINBURG (pop. 18,706) 

Postal receipts* $ 10,955 — 16 + 9 

Building permits, less federal contracts $ 57,425 — 54 — 94 

Bank debits (thousands) $ 14,017 se + 7 

End-of-month deposits (thousands) ¢...$ 9,316 + 6 + 11 

Annual rate of deposit turnover 18.6 — 8 + 1 

EDNA (pop. 5,038) 

Postal receipts* $ 4,984 + 2 — 65 

Building permits, less federal contracts $ 24,110 + 21 +192 

Bank debits (thousands) g 3,443 — 1 — 20 

End-of-month deposits (thousands) t...$ 5,680 ** — 1 

Annual rate of deposit turnover : 7.3 — 1 — 20 

ELECTRA (pop. 4,759) 

Postal receipts* $ 4,192 + 4 — 7 

Bank debits (thousands) $ 8,167 — 12 — 2 

End-of-month deposits (thousands) t....$ 8,859 — 1 + 19 

Annual rate of deposit turnover : 9.8 — 26 2 

EL PASO (pop. 276,687) 

Retail sales — 27 — 12 — 2 
General merchandise stores e+ — 18 — 6 
Lumber, building material, 

and hardware stores — lf — 9 +1 

Postal receipts* ....-$ 282,654 + 6 + 12 

Building permits, less federal contracts $ 5,309,667 + 4 + 30 

Bank debits (thousands) $ 348,700 + 1 + 5 

End-of-month deposits (thousands)¢..$ 168,294 + 2 oe 

Annual rate of deposit turnover 25.1 + 2 + 3 

Employment (area) 91,500 ss + 1 
Manufacturing employment (area) 14,060 + 1 + 1 

Percent unemployed (area) 5.0 — 9 —- ll 

ENNIS (pop. 9,347) 

Building permits, less federal contracts $ 74,023 + 13 — 15 

Bank debits (thousands) $ 6,732 + = 7 oe 

End-of-month deposits (thousands) t....$ 6,860 — 4 — 1 

Annual rate of deposit turnover 11.5 + 8 + 8 

FORT WORTH (pop. 356,268) 

Retail sales — 8f — 6 — 4 
Apparel stores . + 4f + 9 + 6 
Automotive stores — 8t — 18 — 28 
Drug stores — it oe baad 
Eating and drinking places + Tt + 4 + 1 
Food stores + 6f + & — 4 
Furniture and household 

appliance stores — 67 — 6 — 5 
Gasoline and service stations — 27 + 2 — 8 
General merchandise stores — it — 13 — 1 
Liquor stores oe + 4 
Lumber, building material, 

and hardware stores a — 2+ + 3 + 8 

Postal receipts* . $ 686,164 — 4 + 7 

Building permits, less federal contracts $ 3,757,861 — 86 + 10 

Bank debits (thousands) om ...$ 807,520 — 8 + 8 

End-of-month deposits (thousands)t..$ 385,130 ad + 4 

Annual rate of deposit turnover 25.2 — 4 + 2 

Employment (area) 215,000 os + 2 
Manufacturing employment (area) 53,425 tad — 1 

Percent unemployed (area) _.. 5.9 — 6 + $1 

FREDERICKSBURG (pop. 4,629) 

Retail sales " - — 27 + 7 + 16 

Postal receipts* lalailoel $ 6,028 + 3 — 6 

Building permits, less federal contracts $ 26,700 — 42 — 58 

Bank debits (thousands) = $ 8,066 + 10 + 32 

End-of-month deposits (thousands) t...$ 8,880 + 12 + 7 

Annual rate of deposit turnover 11.6 + 8 + 26 
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Money Managers... 

achieved by European economics than like increases in the 
United States have further dramatized the need to achieve 
objective one. But, continued increases in the consumer 
price index and the highly publicized international pay- 
ments deficit and consequent loss of gold provide equal 
urgency for monetary restraint. 

Monetary expansion to achieve objective one would ac- 
centuate inflation and the gold drain, while monetary con- 
traction to achieve objectives two and three would exacer- 
bate the deterioration in the employment-growth picture. 
Clearly, the money managers cannot increase and decrease 
the money supply at the same time despite the incantations 
of this past winter and spring aimed at raising some inter- 
est rates while lowering others. 

Conclusion: Worth Watching 

Ultimately, the money managers’ task is to make essen- 
tially political choices for all of us. Theirs are not the 
choices of economists who are called upon to recommend 
the most efficient from among alternative means of achiev- 
ing predetermined social objectives. Since the money man- 
agers means or instruments of monetary control are already 
determined by statute, their task is to choose, through time, 
the social objectives or values which they will attempt to 
achieve or serve with the power which we, the public, have 
granted to them. 

The difficulty of the money managers’ task plus the politi- 
cal nature and significance of their decisions provide 
considerable support to the central thesis of this article: 
that the decision-making structure within the nation’s 
monetary system is worthy of constant review and discus- 
sion by the general public and the Congress. 

POSTAL RECEIPTS 








Percent change 








June 24- 





June 24- 
July 211961 July 21 1961 

from rom 

June 24- May 27- June 25- 

July 21 June 23 July 22 

City 1961 1961 1960 
Angleton $ 6,991 + 4 + 17 
Borger 19,876 + 18 + 9 
Brownfield 11,134 + 8 + 11 
Coleman 6,116 + 5 + 7 
Cuero 4,682 — 6 — 19 
Eagle Pass 6,799 — 4 + 11 
E] Campo 10,458 + 13 + 11 
Freeport 18,531 — 7 — 13 
Gilmer 5,146 + 30 — 7 
Gonzales 4,268 — $1 — 48 
Groves 5,461 + + 4 
Hillsboro 8,153 + 8 53 
Huntsville 7,892 — 58 — 4 
Hurst 5,289 + 1 — 7 
Irving 23,361 + 4 + 25 
Justin 697 — 18 + 5 
Kenedy 4,769 + 17 + 30 
Kermit 8,158 + & + 7 
Kerrville 13,599 + 16 + 20 
Kirbyville 3,698 + 2 + 17 
Lake Jackson 4,738 — 2 + 8 
Littlefield 6,750 + 8 ad 
Marlin 6,499 — 5 1 
Navasota 4,888 —17 — 6 
Pecos 14,117 — 9 — 6 
Pittsburg 2,833 — 19 — 19 
Port Lavaca 7,913 — 6 ** 
Richardson 22,767 + 8 + 44 
Taft : 2,786 + 18 — 13 
Yoakum ae 9,721 — 16 — 2 





** Change is less than one-half of one percent. 
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PREFAB CONSTRUCTION—A GROWING 
MARKET 


By CHARLES O. BETTINGER 


Public acceptance of shell homes and prefabs has been 
gaining ground in the recent past, and Southwest builders 
are paying attention to the new techniques as a way out 
of their troubles. Prefabs no longer represent the shabby, 
small, poorly-constructed units of the postwar days. Many 
of the national prefabbers are now building much costlier 
units and selling them to old customers w ho desire to move 
up into more expensive housing. These repeat sales indicate 
a new era in prefab construction. Added attention has also 
been directed to other segments of the construction indus- 
try such as seasonal hideaw ays, apartments, schools, and 
factory buildings. Shell home construction has shown big 
gains with lower costs and individual taste differences cited 
as the leading reasons for the growing popularity. 


The Prefab Home Market 


Earliest prefabs were concerned only with low costs and 
expedient construction. The materials used were often 
greatly inferior to standard materials normally used in 
home construction. The inevitable result of the quality 
shortchange on the part of a few manufacturers was a black 
eye for the entire industry. The substandard units quickly 
deteriorated and required costly repair bills to maintain 
them. The postwar market saw the release of a huge pent- 
up demand brought on by the war and buyers had no 
choice in the low-price housing market except to rent or 
buy prefab construction. Only the most fortunate were able 
to find low-cost standard housing. A concurrent rise in 
rental rates at this time added to the emphatic surge in 
prefab construction. 

In opposition, recent past years experienced a geometric 
increase in standard home production and the prefabbers 
were hit hard. The sting of poor quality by some of the 
manufacturers began to be felt by all makers of prefab 
homes. The scene was set for the “survival of the fittest” 
—those with the superior quality. But quality was not the 
only factor to be considered since the stigma of prefab 
construction was widespread. Loans were hard to obtain 
on prefab construction due to the short life of some prod- 
ucts in this market. Public acceptance had to be generated 
through costly advertising and guarantees against poor 
workmanship, as well as by providing value in terms of 
quality construction. 

The progressive prefabbers decide to fight for their 
market and to compete with standard home construction 
on a cost basis. The successful prefab marketers had to 
develop a widely dispersed network of reliable and locally 
respected sales representatives. The local representatives 
could not overemphasize the point that low costs did not 
represent low quality. 

Since most national prefabbers receive only about one- 
fourth of the retail price of the house, there is considerable 
margin left to the national representative to do a good 
finishing job and still make a profit. The national repre- 
sentative is in the position to finish a prefab house in a 
substandard manner or complete the job with care and 
thoroughness. His success and that of the manufacturer will 
depend on the degree to which he performs this job. The 
successful representative has constanly to keep in mind that 
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Local Business Conditions 


Percent change 





























July 1961 July 1961 
July from from 
City and item 1961 Junel1961 July 1960 

GAINESVILLE (pop. 13,083) 

Retail sales 
Apparel stores _. lf — 17 — 7 

Postal receipts* : Reena 12,600 — 4 — 65 

Building permits, less federal contracts $ 40,800 — 28 — 72 

GALENA PARK (pop. 10 852) 

Postal receipts* 4,244 — 25 — 10 

Building permits, less federal contracts : 13,100 — 42 — 178 

Bank debits (thousands) .. $ 4,003 — 11 + 18 

End-of-month deposits (thousands)t.. $ 2,938 + 6& 

Annual rate of deposit turnover 16.7 : se 

Employment (area) 512,300 + + 2 
Manufacturing employment (area) 95,050 + 1 — 1 

Percent unemployed (area) 5.2 + 4 + 16 

GALVESTON (pop. 67,175) 

Retail sales — 2+ + 2 + @ 
Apparel stores — it + 12 + 25 
Food stores + 8st + 1 se 
Furniture and household 

appliance stores + if + 6 — 8 
Lumber, building sendectal, 
and hardware stores — it — 18 — 20 

Postal receipts* : < 81,580 + I + 8 

Building permits, less federal contracts $ 857,639 +178 + 96 

Bank debits (thousands) $ 95,347 + 6 + 15 

End-of-month deposits (thousands) t...$ 61,299 — 65 ** 

Annual rate of deposit turnover - 18.1 + & + 12 

Employment (area) 53,000 bead + 5 
Manufacturing employment (area) 10,720 + 1 — 1 

Percent unemployed (area) ......... 8.6 se + 39 

GARLAND (pop. 38,501) | 

Postal receipts* 28,609 a — 138 

Building permits, less federal contracts ; 1,369,500 + 91 +134 

Bank debits (thousands) $ 26,091 — 8 + 19 

End-of-month deposits (thousands) t... $ 16,342 + 8 + 14 

Annual rate of deposit turnover 19.9 — 1 + 14 

Employment (area) 446,200 +e + 2 
Manufacturing employment (area) 98,275 es + 4 

Percent unemployed (area) _....... 5.2 — 65 + 21 

GATESVILLE (pop. 4. 1626) 

Postal receipts* .. $ 3,941 + 10 — 82 

Bank debits (thousands) : $ 4,457 — 2 + 2 

End-of-month deposits (thousands) t... $ 5,308 + 1 — 2 

Annual rate of deposit turnover 10.1 — 2 + 2 

GIDDINGS (pop. 2,821) 

Postal receipts* $ 5,407 + 58 + 15 

Bank debits (thousands) $ 2,543 —17 + 1 

End-of-month deposits (thousands) f..$ 3,651 + 16 +* 

Annual rate of deposit turnover ...... 9.0 — 17 + 8 

GLADEWATER (pop. 5 142) 

Postal receipts* 6,205 + 7 — 6 

Building permits, less federal contracts ; 38,850 — 18 

Bank debits (thousands) : $ 3,133 — 13 — 14 

End-of-month deposits ‘mmanie$ $ 5,043 — 2 + 19 

Annual rate of deposit turnover —_........ 7.4 — 12 — $1 

Employment (area) 28,200 se se 
Manufacturing employment (area) 5,590 + 1 + 8 

Percent unemployed (area) ..... ‘ 4.4 — 12 ~— 4% 

GOLDTHWAITE (pop. 1 S83) 

Postal receipts* 2,226 — 4 + 18 

Bank debits (thousands) sapaden : 2,550 — 84 — ji 

End-of-month deposits (thousands) $. $ 8,624 + 8 + 4 

Annual rate of deposit turnover . 8.6 — 32 — 3 

GRANBURY (pop. 2 227) 

Postal receipts* cae 3,611 — 26 + 47 

Bank debits (thousands) , ae 1,417 + 12 

End-of-month deposits (thousands) 3 3 1,857 + 8 

Annual rate of deposit turnover . 9.3 + 12 
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Local Business Conditions 


City and item 


Percent change 





July 1961 
July from 
1961 June 1961 


July 1961 
from 
July 1960 





GRAHAM (pop. 8,505) 





























Postal receipts* 8,499 — 8 + 11 
Building permits, less federal contacts 3 74,175 +153 + 2 
Bank debits (thousands) : $ 9,227 + 5 + 4 
End-of-month deposits (Geneanée)t. $ 10,166 — 1 — 1 

Annual rate of deposit turnover ..... 10.8 + 8 + §& 

GRAND PRAIRIE (pop. 30,386) 

Postal receipts* — 8 — 4 

Building permits, less federal contracts ; ccna — 44 +184 

Bank debits (thousands) £ 14,993 — 4 + 8 

End-of-month deposits (thousands){t. $ 9,883 + 7 + 14 

Annual rate of deposit turnover 18.8 — 8 — 65 

Employment (area) 446,200 se + 2 
Manufacturing employment (area) 98,275 ded + 4 

Percent unemployed (area) 5.2 — 65 + 21 

GRAPEVINE (pop. 2,821) 

Postal receipts* 3,764 + 36 + 8 

Building permits, less federal contracts : 44,950 +190 +193 

Bank debits (thousands) $ 2,409 — 8 + 7 

End-of-month deposits (thousands) ft... $ 2,794 + 4 + 6 

Annual rate of deposit turnover 10.5 — 6 + 1 

GREENVILLE (pop. 19,087) _ 

Retail sales 2 — 14 — 9 
Apparel stores — If + 16 + 5 
Automotive stores — 5f — 25 — 17 
Drug stores oer + 8 + 10 

Postal receipts* £ 18,762 — 10 — 8 

Building permits, less federal contracts $ 92,003 — 65 — 69 

Bank debits (thousands) ; 3 15,091 + 2 2 

End-of-month deposits (thousands) t... $ 15,691 + 1 + 9 

Annual rate of deposit turnover 11.6 + 6 — 9 

HALE CENTER (pop. 2,196) 

Postal receipts* 1,892 — 12 — 10 

Building permits, less federal contracts : 51,000 +122 

Bank debits (thousands) $ 2,869 + 16 + 25 

End-of-month deposits (thousands) t.. $ 3,676 — 5 =< 2 

Annual rate of deposit turnover 9.1 + 14 + 23 

HARLINGEN (pop. 41 9207) 

Postal receipts* 87,168 + 19 + 1 

Building permits less federal contracts : 171,750 — 20 — 63 

Bank debits (thousands) g 54,8938 + 86 + 17 

End-of-month deposits (thousands)t..$ 30,888 + 14 + 14 

Annual rate of deposit turnover 22.8 + 27 + 8 

HEMPSTEAD (pop. 1,505) 

Postal receipts* _.... ae — 10 + 20 

Bank debits (thousands) % g 1,155 + 2 + 18 

End-of-month deposits (thousands) t ..$ 1,814 + 3 — 5 

Annual rate of deposit turnover 7.7 + 4 + 20 

HENDERSON (pop. 9,666) 

Retail sales 
Apparel stores ; — if — 1 — 14 

Postal receipts* $ 13,458 + 52 + 46 

Building permits, less federal contracts $ 74,780 — 838 — 15 

Bank debits (thousands) : $ 7,299 +? + 7 

End-of-month deposits cenmnded? $ 15,034 + 1 — 4 

Annual rate of deposit turnover _...... 5.9 oe + 18 

HEREFORD (pop. 7,652) _ 

Postal receipts* 9,575 — il — 8 

Building permits, less federal contracts ; 108,400 — 80 +137 

Bank debits (thousands) ¢ 19,846 + 43 + 48 

End-of-month deposits (thousands) t... $ 12,991 + 1 + 28 

Annual rate of deposit turnover 18.4 + 380 + 15 

HUMBLE (1,711) 

Building permits, less federal contracts $ $1,000 + 41 : 

Bank debits (thousands) -... $ 2,023 — 1 + 6 

End-of-month deposits (thousands) t....$ 2,426 + 2 —= 18 

Annual rate of deposit turnover 10.1 + 7 + 29 
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Prefab Construction... 


poor workmanship and dissatisfied buyers will quickly 
upset the market as the word is spread to friends and 
neighbors. The home buyer is seeking a product that is a 
durable good, one which should be constructed well enough 
to meet the technical demands of the purchasers and finan- 
ciers. Failure to meet these demands will create an image 
that is highly detrimental to a going concern. The prefab 
manufacturer also has an obligation to his representative 
as well as the ultimate consumer. Poor workmanship and 
low-quality materials in the factory should be guarded 
against and a guarantee given to the representative insur- 
ing him that certain specifications have been met. 


Low Costs and the Prefab Home 


Since low costs are not to be equated with low quality, 
other cost reducing techniques must be employed before 
conventional on-site homes can be undersold. Manufac- 
turers find that making homes in a central location with 


ESTIMATED VALUE OF BUILDING AUTHORIZED 


Bureau of Business Research in cooperation with the Bureau 
of the Census, U. S. Department of Commerce 


Source: 








Percent change 








July Jan-July 
1961 1961 July 1961 Jan-July 1961 
—_—_——_—__—_—_——-_ from rom 
Classification (thousands of dollars) June 1961 Jan-July 1960 
ALL PERMITS 117,683 801,832 + 1 + 8 
New construction 106,336 711,998 + 7 + 2 
Residential (housekeeping) 63,312 408,961 + 12 + 1 
One-family dwellings 51,956 354,931 + 2 — 6 
Multiple-family dwellings. 11,856 49,0380 + 96 + 96 
Nonresidential buildings 43,024 $08,037 ad + 8 
Nonhousekeeping buildings 
(residential) 8,286 13,814 — 15 +118 
Amusement buildings 650 5,780 + 11 — 6 
Churches 3,353 21,158 + 27 — 18 
Industrial buildings 4,077 19,066 + 28 + 17 
Garages (commercial 
and private) 472 8,977 + 15 — 48 
Service stations 1,018 6,329 — $1 — 1 
Hospitals and 
Institutions 1,804 $2,465 — 57 + 29 
Office-bank buildings 6,587 51,683 + 51 — 10 
Works and utilities 609 16,091 + 12 + 6 
Educational buildings 5,560 57,926 — 40 + 8 
Stores and 
mercantile buildings 12,597 64,864 + 19 + 8 
Other buildings 
and structures 3,061 14,884 + 81 — 7 
Additions, alterations, 
and repairs 11,297 89,384 — 84 + 18 





** Change is less than one-half of one percent. 


standardized materials and plans can lower many costs 
that on-location builders are faced with. First, the modern 
prefabber is a mass producer of homes and is usually 
limited to a few basic designs. The mass production scale 
of operation and the use of standardized materials can 
greatly reduce the per unit cost of a single unit. Labor costs 
are reduced since each unit can be constructed at the 
factory eliminating travel to and from the site. Weather 
ceases to be a severe problem with factory-built homes since 
construction can continue under all conditions. Volume 
construction allows cheaper purchase of building materials 
when bought in bulk. Cost controls become more important 
in prefab construction and therefore are much more in- 
clusive than those of most other builders. This greatly 
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reduces waste, idle time, and pilferage thereby cutting costs 
even more. 

Not all savings are found in the construction aspect of a 
prefab. The time saved in building between the start of 
construction and the occupancy of the structure is negligible 
in prefabs as compared to standard home construction. 
This expedient construction allows a minimum amount of 
capital to be tied up in each unit built, thereby keeping the 
financing cost very low for each unit. On the other hand, 
the on-site builder might have funds inaccessible for several 
months—including selling time and other delays connected 
with the disposal of the house. The procedure that most 
prefabbers use is to build only as orders are received from 
their representatives. Sales representatives usually restrict 
their inventory to a few models used for showing pros- 
pective customers. 


Building Construction in Texas 
Index « Adjusted for seasonal variation e 1957-59-100 
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“Value of building construction authorized. 
Problems in Prefab Construction 


Perhaps the largest single problem in prefab construc- 
tion is the attempt to produce standardized buildings in all 
areas of the country that will conform to local building 
codes. Many archaic local codes specify the use of particu- 
lar materials, some of which have modern and reliable 
substitutes. An attempt to use new building material on the 
market in prefab construction is especially trying to the 
manufacturers. In many instances, manufacturers of homes 
or new products have assisted local authorities in up-dating 
old codes basing acceptance of materials on performance 
rather than manufacturing specifications requiring the use 
of a particular material. 

Transportation of the finished product to its final loca- 
tion often creates additional problems. Local laws some- 
times prohibit moving an item as large as a house on city 
and state roads. And the transportation problem is not 
limited to legal barriers. Large prefabs are subject to 
structural damage when moved if conditions are not right. 
The major problem involved in this instance is the topog- 
raphy of the area in which the house is being moved. 
Rough, hilly country poses the largest threat and moving 
in these areas must be slow and careful. On the other hand, 
a smooth, flat area permits speedy transportation with 
relatively few difficulties. For this reason alone, many 
manufacturers are clustered in areas where the terrain is 
conducive to easy movement. The map of Texas prefab 
manufacturers is especially indicative of this type of plant 
location. Lubbock and Houston are prime examples, for 
the surrounding areas of both of these cities are flat and 
smooth permitting quick access to hundreds of square miles. 


SEPTEMBER 1961 


Local Business Conditions 


Percent change 





























July 1961 ie om 
July rom 
City and item 1961 June 1961 ay 1960 

HOUSTON (pop. 938,219) 

Retail sales — 2+ — 2 + 1 
Pe I Sins ccccersccseceecentcceseccneneres + ft — 8 — 1 
Automotive stores — 8t — 6 + 8 
Drug stores ; aia oF + 2 — 4 
Eating and drinking ‘glace ere een — 2t es + 2 
Food stores ce s+ — 8 — 6. 
Gasoline and service elie = — 4 — 8 + 8 
General merchandise stores ’ — If + — 8 
Liquor stores _.. — 8st + 8 + 6 
Lumber, building meatal, 

and hardware stores _....... — 2t + 7 + 28 

Postal receipts* $ 1,553,149 os + 7 

Building permits, less siden omieaate $25,675,208 — 6 — 52 

Bank debits (thousands) —.............. ....$ 2,618,204 — 6 + 12 

End-of-month deposits (thousands) t....$ 1,328,372 + 8 + 8 

Annual rate of deposit turnover —.......... 24.0 — 7 + 8 

Employment (area) 512,300 se + 2 
Manufacturing enslemant (area). 95,050 + 3 — 1 

Percent unemployed (area) 5.2 + 4 + 16 

IOWA PARK (pop. 3,295) 

Building permits, less federal contracts $ 73,400 + 41 + 79 

Bank debits (thousands) —......................$ 8,096 — 6 + 10 

End-of-month deposits (thousands) ¢ $ 8,661 — 1 + 7 

Annual rate of deposit turnover ............ 10.1 — 7 + 2 

JACKSONVILLE (pop. 9,590) 

nn NN op oe 16,173 + 8 — 7 

Building permits, less federal contracts $ 40,500 — Al — 55 

Bank debits (thousands) —................ 10,428 * — 6 

End-of-month deposits (thousands) t....$ 8,992 + 1 + 11 

Annual rate of deposit turnover 14.0 — 1 — ill 

JASPER (pop. 4,889) 

i, Staal ae See, Sa eva OP — 2+ — 2 + 12 
Automotive store ....—.................. — bf + 2 + 16 

Postal receipts* , $ 8,014 + 14 + 18 

Building permits, less febwwel contrasts $ 10,750 ik: core 

Bank debits (thousands) -......................$ 7,859 — il + 9 

End-of-month deposits (thousands) t.. $ 8,588 — 2 + 1 

Annual rate of deposit turnover ........... 10.9 — 1 + 7 

KATY (pop. 1,569) 

Building permits, less federal contracts $ 5,000 — 88 a 

Bank debits (thousands) —.................... $ 1,378 — 8 + 65 

End-of-month deposits (thousands) t_..$ 1,655 — 1 + 1 

Annual rate of deposit turnover .......... 9.9 — 6 + 4 

KILGORE (pop. 10,092) 

Postal reseipte® ee 12,850 — 21 — 15 

Building permits, less federal eoutwacts $ 111,100 + 64 — 58 

Bank debits (thousands) -................... $ 12,145 — 8 — 6 

End-of-month deposits (thousands) t...$ 18,434 es — 6 

Annual rate of deposit turnover -_.......... 10.9 — 4 + 1 

Employment (area) ——.—................ 28,200 ** ** 
Manufacturing employment (area) .... 5,590 + 1 + 8 

Percent unemployed (area) .................... 4.4 — 12 + 7 

KILLEEN (pop. 23,377) 

ka EIS ae ee $ 25,420 se — 6 

Building permits, less federal] contracts $ 974,280 +254 +862 

Bank debits (thousands) —................ $ 10,414 + 1 + 1 

End-of-month deposits (thousands) t_...$ 8,156 + 2 + 17 

Annual rate of deposit turnover -........... 15.5 + 2 — 9 

KINGSVILLE (pop. 25,297) 

Postel cole? i 14,361 + 1 — 1 

Building permits, less federal contracts $ 131,863 + 88 + 8 

Bank debits (thousands) —................. $ 10,186 — 2 — 6 

End-of-month deposits (thousands) t....$ 12,289 + 4 + 10 

Annual rate of deposit turnover ........... 10.1 — 65 — 14 
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Saly 1961 
July from from 
City and item 1961 June1961 July 1960 

LA FERIA (pop. 3,047) 

Postal receipts* 2,277 7 — il 

Building permits, less federal contracts : 1,050 — 95 — 55 

Bank debits (thousands) $ 1,800 + 6 + 2 

End-of-month deposits (thousands) t....$ 1,510 + 20 + 17 

Annual rate of deposit turnover : 15.6 — 4 + ii 

LA GRANGE (pop. 3,623) 

Postal receipts* $ 6,014 + 44 + 45 

Bank debits (thousands) $ 6,596 + 12 + 11 

End-of-month deposits (thousands) f....$ 8,045 + 5 + 7 

Annual rate of deposit turnover 10.1 + 18 + 6 

LA MARQUE (pop. 13,969) 

Postal receipts* 9,672 + 19 + 41 

Building permits, less federal contracts : 46,225 + 11 — AT 

Bank debits (thousands) x 8,478 + 12 + 24 

End-of-month deposits (thousands) t_..$ 6,079 — 2 + 8 

Annual rate of deposit turnover 16.6 + 8 + 43 

Employment (area) 53,000 ss + 6 
Manufacturing employment (area) 10,720 rt 1 — 1 

Percent unemployed (area) 8.6 ss + 39 

LAMESA (pop. 12,438) 

Retail sales — 2} + 8 + 10 
Automotive stores — 57 + 6 + 23 
Drug stores +#+ + 4 — 1 
Furniture and household 

appliance stores + lf — 4 — 8 

Postal receipts* $ 10,668 — 8 — 8 

Building permits, less federal] contracts$ 226,600 + 77 +593 

Bank debits (thousands) $ 12,357 +* + 1 

End-of-month deposits (thousands)t $ 13,096 — 5 + 8 

Annual rate of deposit turnover 11.0 + 6 2 

LAMPASAS (pop. 5 061) | 

Postal receipts* 4,548 — 25 + 11 

Suilding permits, less federal contracts : 30,000 +400 — 46 

Bank debits (thousands) $ 6,943 + 7 + 10 

End-of-month deposits (thousands) t_.$ 6,671 — 1 + 8 

Annual rate of deposit turnover 12.4 + 7 + 8 

LA PORTE (4, 512) 

Building permits, less federal contracts $ 55,300 — 70 

Bank debits (thousands) g 2,779 ee 

End-of-month deposits (thousands) t..$ 2,574 — 

Annual rate of deposit turnover 12.6 

LAREDO (pop. 60,678) 

Postal receipts* $ 35,240 + 8 + 56 

Building permits, less federal contracts$ 130,092 +222 — 79 

Bank debits (thousands) £ 26,477 — 65 — 2 

End-of-month deposits (thousands)t $ 21,822 — 6 + 1 

Annual rate of deposit turnover 14.6 — 6 — 1 

LEVELLAND (pop. 10,153) 

Postal receipts* 8,109 + 4 — 2 

Building permits, less federal contracts ; 64,875 — 76 — 77 

Bank debits (thousands) $ 9,520 — 2 

End-of-month deposits (thousands) t_.$ 9,322 — 7 

Annual rate of deposit turnover ‘ 11.8 — 1 

LLANO (pop. 2,656) 

Postal receipts* Ed 2,715 — 32 — 8 

Bank debits (thousands) $ 3,686 + 8 + 8 

End-of-month deposits (thousands)f .$ 4,047 + 5 — 6 

Annual rate of deposit turnover : 11.2 + 4 + 7 

LOCKHART (pop. 6,084) 

Postal receipts* $ 8,984 — 7 — 8 

Building permits, less federal contracts $ 13,500 +3385 +229 

Bank debits (thousands) $ 4,376 — 9 + 8 

End-of-month deposits (thousands){t. $ 5,264 + 5 + 7 

Annual rate of deposit turnover 10.2 — 10 — 4 
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A Growing Market... 


Prefabs and New Products 


Some mention has been made of the problem of archaic 
building codes and the use of new products in prefab con- 
struction. The manufacturers of these new products have a 
direct interest in the future of quality prefab building. 
Some other manufacturers also stand to lose a considerable 
amount of ground. Some wood and steel products are being 
challenged by the entry of aluminum and plastic substitutes 
often at much lower prices. The prefab manufacturers 
seem to be in favor of using these new materials as they 
become available. A recent estimate by Chemical Week 
places the average amount of aluminum used in a prefab 
at more than 1.000 pounds. Other major products men- 
tioned were: adhesive (glue, etc.)—150 to 175 lbs.; as- 
phalt shingles—3,200 lbs.; gypsum board—6,400 lbs; 
fiberboard—1,750 lbs.; plywood—3,300 lbs; glass fiber— 
350 lbs.; and formica sheeting—48 sq. ft. It is easy to un- 
derstand why the producers of these products foresee a very 
lucrative market in prefabs if the current rate of growth 
continues, since on-site home construction uses only a small 
percent of these materials in many instances. The 1961 
estimate by National Homes Corporation placed construc- 
tion of prefab homes at 20,000 to 25,000, a sizable multiple 
of these per unit material figures. 

In many instances, prefab materials have spread into 
on-site construction replacing conventional materials. Fac- 
tory-finished flooring and interiors are gaining in popular- 
ity among prefabbers who find they may be able to reduce 
costs further by becoming big-volume users of paints and 
vinyl or asphalt tile. The prefabbers predict that prefab 
home construction, which is currently about 15% of the 
total homes built in the United States, can gain as much as 
40% of the market by 1975, four times the current market. 


RETAIL SALES TRENDS BY KIND OF BUSINESS 


Source: Bureau of Business _ search in cooperation with the Bureau 
of the Census, U. S. Department of Commerce 








Percent change 


Normal 








seasonal* Actual 
Number July July Jan-July 
of 1961 1961 1961 
reporting July from from from 
establish- from June July Jan-July 
Kind of business ments June 1961 1960 1960 
DURABLE GOODS 
Automotive stores+ 280 — 56 — 9 o¢ — 9 
Furniture and household 
appliance stores} 158 + 1 +3 — 3 — 9 
Lumber, building material, 
and hardware stores 267 — 1 sos + 6 ” 
NONDURABLE GOODS 
Apparel stores 220 — 1 + + — 2 
Drug stores 182 +s +2 ** — 8 
Eating and drinking places 87 + 2 +2—2 — 8 
Food stores 279 +38 — 1 — — il 
Gasoline and service stations. 239 + 1 — ee 06h — «(1 
General merchandise storest 143 ** oe hU}hUc2]hUC—sCO#S 
Other retail storest 244 — 6 — 6 +1 — 1 





* Average seasonal change from preceding month to current month. 
** Change is less than one-half of one percent. 
+ Includes kinds of business other than classification listed. 
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NEW BANK ORGANIZATION 


By EDWARD D. IRONS 
Texas Southern University 
Houston, Texas 


During the ten years ending in 1958, 807 unit banks 
were organized in the United States. However, due to the 
merger trend currently popular in the banking industry, 
only nine states showed a net increase in the number of 
unit banks in operation during this period. Among this 
nine, Texas accounted for 30% of the increase. Texas was 
second only to Florida in terms of the ratio of new banks 
organized to banks in existence at the beginning of the 
decade. In addition to being a growth state, Texas is also a 
nonbranch bank state. There is some evidence that non- 
branch states are more likely to show an increase in new 
banks than branch states. 

This article will not debate the issue of branch banking 
versus nonbranch banking, however, it is significant that 
the nine states evidencing an increase in unit banks do not 
permit branch banking. In contrast, the 21 states permitting 
limited branch banking showed a net decrease of unit 
banks of 6.4% during the decade. The 17 states permitting 
state-wide branch banking experienced a decrease of 15%. 

Since Texas is among the states experiencing consider- 
able activity in the organization of unit banks, it is hoped 
that the information in this article may be in a small meas- 
ure, of some assitance to the new bank entrepreneur in 
this area. 


Little or No Formal Research Conducted 


With few exceptions, very little formal market research 
is done by the organizers of new unit banks. Instead, many 
new banks are established after the organizers have made 
only informal surveys to determine the “need.” Most of the 
presidents of the banks analyzed for this research indi- 
cated that their knowledge of the area from practical ex- 
perience was “sufficient to convince us that there was a 
banking opportunity in the community.” The experience 
of these banks has been that this method of determining 
need proved adequate in some cases; in others, it left some- 
thing to be desired. The difficulty stems from the fact that 
without substantive support, the felt need can be quite 
illusory. 

The contrast between the approach to unit bank organi- 
zation and branch bank organization is quite striking. This 
is reflected in the statement from one of the nation’s largest 
branch banking operations, the Bank of America. 

We have a group of analysts . . . who devote full time 

to branch location surveys, both for the establish- 

ment of new branches and the possible relocation or 
enlargement of existing branches. . . . Planning studies 
are made periodically to appraise on a broad basis, the 
growth potential in sub-areas of the state. The studies 
assist in selection of smaller areas for detailed analysis. 

The contrast of these two approaches appears some- 
what paradoxical, since the unit bank organizers can less 
afford to make an investment decision than the branch 
bank organizers. This is true, in part, because the branch 
operation can start with lower fixed cost than the new 
bank. Branch operations normally do not need as many 
personnel (the biggest expense item in a bank) as com- 
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Local Business Conditions senendtaresa: 
July 1961 July 1961 








July from from 
City and item 1961 Junel961 July 1960 
LONGVIEW (pop. 40,050) 
Retail sales 
Lumber, building material, 
and hardware stores ‘ — lf + 8 + 8 
Postal receipts* $ 49,936 + 5 + 12 
Building permits, less federal contracts $ 673,000 + 2 + 25 
Bank debits (thousands) : $ 42,967 + 1 + 1 
End-of-month deposits (thousands) t.. $ 35,486 — 1 + 6 
Annual rate of deposit turnover 14.5 — il — 4 
Employment (area) 28,200 ad se 
Manufacturing employment (area) 5,590 + 1 + 8 
Percent unemployed (area) 4.4 — 12 + 7 
LOS FRESNOS (pop. 1,289) 
Postal receipts* $ 895 — 28 — 87 
Building permits, less federal contracts $ 19,000 +217 +192 
Bank debits (thousands) $ 2,325 + 43 + 28 
End-of-month deposits (thousands) t...$ 1,598 + 32 + 24 
Annual rate of deposit turnover ..... 19.9 + 30 + 3 





LOWER RIO GRANDE VALLEY (pop. 352,086) 
(Cameron, Willacy, and Hidalgo Counties) 














Retail sales — 2 eK —_ ¥ 
Apparel stores : — it + 12 + 1 
Automotive stores Picea — 5B — 20 — 12 
Drug stores maaisas : ett — 2 — 2 
Food stores coins + 8s + 6 4 
Furniture and household 

appliance stores + If + 1 — 5 
General merchandise stores .- : deh | + 16 — 1 
Lumber, building material, 

and hardware stores — il; + 27 — 21 

Postal receipts* + 5 + 4 

Building permits, less federal contracts + 12 — 52 

Bank debits (thousands) a + 17 + 11 

End-of-month deposits (thousands) t + 6 + 10 

Annual rate of deposit turnover . + 20 — 8 

LUBBOCK (pop. 128,691) 

Postal receipts* a Fy | + 8 + 9 

Building permits, less federal contracts $ 2,623,823 + 10 + 11 

Bank debits (thousands) $ 168,607 — 2 3 

End-of-month deposits (thousands)f...$ 110,091 +e + 5 

Annual rate of deposit turnover : 18.4 — 1 — 7 

Employment (area) 49,500 aed — 7 
Manufacturing employment (area) 5,800 + 2 + 6 

Percent unemployed (area) .... 5.2 — 2 + 87 

LUFKIN (pop. 17,641) 

Retail sales 
Automotive stores ; — 5f — 8 + 

Postal receipts* $ 22,310 — 20 19 

Building permits, less federal contracts$ 218,269 + 57 +212 

Bank debits (thousands) ...... $ 25,816 — 4 13 

End-of-month deposits (thousanda) 3 $ 23,193 — 4 —_— 

Annual rate of deposit turnover 138.1 se + 18 

MeALLEN (pop. 32,728) 

Retail sales : — 2t — 15 — 7 
Apparel stores : — lift + 4 + 8 
Automotive stores ; — 5 — 19 — 7 

Postal Receipts* a 28,810 + 8 + 4 

Building permits, less federal contracts $ 432,050 + 59 + 39 

Bank debits (thousands) _. $ 26,021 — 9 — 1 

End-of-month deposits (thousands) t...$ 20,379 — il + 9 

Annual rate of deposit turnover 15.3 — 8 — 8 

McCAMEY (pop. 3,375) 

Postal receipts* $ 3,345 — 7 + 18 

Bank debits (thousands) ... $ 1,801 + % + 12 

End-of-month deposits (thousands) t....$ 2,067 — 8 + 7 

Annual rate of deposit turnover 10.0 — 1 — 4 
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Sea July 1961 ay 1961 
f. ) . . . 
Ct ont ton 1961 June 1961 July 1960 parable size unit banks because many of the functions are 
performed at central offices. Yet the organizers of branch 
McGRECOR (pop. 4,642) oa ar banks are more diligent in conducting research than the 
Building permits, less federal contracts $ F organizers of unit banks. 
Bank debits (thousands) -........ $ 2,683 — 10 — 6 5D Ee : : 
End-of-month deposits (thousands)?..$ 44738 — 7 — 8 In general, it is the lay businessman who organizes the 
Annual rate of deposit turnover .... 69 —%9 —4 unit bank rather than the profesional banker. As a lay 
businessman, he is faced with a number of practical ques- 
Thao somer ype - 
McKINNEY (pop. 13 9763) ae ; Ree tions. How can a businessman, unsophisticated in either 
Postal receipts* ; ,67 oo + 7 i ; : : 
sn ge ne 198.970 +904 + 65 bank operation or market research, eae a thorough 
Deck Gcbiis tthomende) $ occ 06UC—15CUC (21 market survey at less than prohibitive cost? And if the 
End-of-month deposits (thousands)?..$ 8,854 -2 —1 cost is prohibitive, is there an alternative simple method by 
Annual rate of deposit turnover we |e which a survey can be handled with relative efficacy? Hav- 
ing collected a mass of market data, what does it mean in 
5 9 
MARSHALL (pop. 23 846) ia oe 2% terms of deposit potential to a specific bank? These and 
Apparel stores eo * 86 4+ 8 other equally important questions are perhaps uppermost 
Postal receipts* $ 22,957 — 4 — 1 in the bank entrepreneur’s mind. 
a less federal ane — + i aes The approach suggested here is not meant to offer infall- 
ee eee Yi ible solutions to all of the above problems. However, it will 
End-of-month deposits (thousands) t....$ 21,216 t+ 7 + 1 ? 2 
heh othnalt Guadiis anaes 10.1 a i oer explore both a useful technique regarding new bank mar- 
ket analysis, as well as the rationale behind the use of this 
MERCEDES (pop. 10. 943) technique as a tool of the new bank entrepreneur. 
Postal receipts* _. 5,006 6 + 2 
Building permits, en federal contracts : 6,985 — 72 — 90 
Bank debits (thousands) z 6,203 — 2 + 18 
End-of-month deposits (thousands) ¢ $ 4,320 14 + 28 The Research Process 
Annual rate of deposit turnover -...... 18.3 — 7 — 1 2 2 : . , 
It might be well to point out immediately that, while a 
° ‘“ P °” . y ey Sar 
MESQUITE (pop. 27 526) thorough “market survey” is very important, it is impos- 
Postal receipts* 12,527 +16 + 88 sible to get a precise or scientific statement of deposit po- 
mar age less tederal contract “er = - + = tential at reasonable cost. Nevertheless, workable methods 
ank debits (thousands) - , _ G Cae ° ° ° 
22st a el have been dev ised. Market research is designed to improve 
Aeneth atest denlh Geer... 15.7 9 + 15 the decision-making process regarding the organization 
Employment (area) —... Satis. 446,200 es + 2 of the new bank. It is not, nor is it meant to be, a “cure-all.” 
Manufacturing aught (emma) - 98,275 se + 4 
Percent unemployed (area) 5.2 — 6 + 21 
Seven Basic Steps in the Analysis Process 
MEXIA (pop. 6,121) P y 
Postal receipts* —.... 5,801 > s + 14 : me ie : ° 
CCtciiheiomeas “aie 4 1+ 6 Broadly speaking, the method suggested here consists of 
Bank debits (thousands) ....... $ 8,508 +3 —19 seven steps: 
End-of-month deposits (thousands)¢...$ 4,603 + 1 —' (1) Determining the market boundaries 
Annual rate of deposit turnover ee (2) Determining the deposit potential of the area 
(3) Estimating the competition for this potential 
MIDLAND (pop. 62 625) . (4) Estimating the percent of the potential the new 
Postal receipts* _.. 72,913 — 34 — 7 eso 
Building permits, less federal qontvacts ; 879,475 me |, — 15 z bank 1S likely to get 
Bank debits (thousands) .................$ 112,936 + 2 +17 (5) Estimating a summary budget 
End-of-month deposits (thousands)t..$ 98,862 —14 — 6 (6) Determining breakeven point for the operation 
Annual rate of deposit turnover 13.4 ~ 9 + 18 . + 
(7) Making the decision 
Employment (area) —....... 54,000 ¥ 5 : 5 : 
Sienniemtanine ennabumeant tanen) 2330 — 1 Setting the market boundaries is perhaps the least dif_i- 
Percent unemployed (area) 37 =—10 cult of the steps involved in determining the need for the 
bank. As contrasted with the wholesale bank which caters 
MIDLOTHIAN (pop. 1,521) a ee esentially to large industrial firms, the community bank 
es =a : will normally have a fairly well-defined geographic area 
Bank debits (thousands) -........ $ 1,078 — 10 + 6 2 i r “ & 
Diath, teats wet — 1 + from which it will draw its business. The actual market 
Annual rate of deposit turnover 88 —l11 + 6 boundary is a function of a number of determinants, how- 
ever. Among the more important ones are the transporta- 
MINERAL WELLS (pop. i 5053) . yea . . , . 
ae a= tion facilities both public and private, the bank’s pulling 
Building permits, less federal contracts ; 84,350 +103 + 64 power among various ethnic communities, location of pos- 
Bank debits (thousands) eee ee sible competing banks, and parking and drive-in facilities 
End-of-month deposits (thousands) 3..$ 10,881 offered by the bank. In small towns, the market boundaries 
MISSION (pop. 14,081) will in most cases embrace the complete retail trading area 
Postal receipts® ___ 9,276 alae +7 of the town, whether or not there are any competing banks 
Building permits, less federal contracts$ 29,100 +254 + 53 within the territory. The market area for a community 
Bank debits (Geesends) — Sue +t 6th bank of a metropolitan city will normally be confined to a 
End-of-month deposits (thousands) t. $ 9,385 + 2 — 9 fairly distinct community boundary within th t lit 
Annual rate of deposit turnover _........ . 16.4 + 6 + 22 arly disunct Community bo ry within the me Topo 1lan 
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A map of the area, blown up with as much detail as pos- 
sible, should be used. The outer edges of the area which 
the new bank proposes to serve should be boldly ruled. All 
competing banks within the area should be located on the 
map, as well as all those that are outside the area but which 
also compete for the area’s deposits. Business, residential, 
and industrial areas should be designated. Of key im- 
portance is the percent of land zoned for each of the above 
areas left for future development. With little or no room 
for expansion, the area’s growth will normally be restricted 
to this extent. Major streets or highways should be noted 
as these will have considerable effect on the customers 
drawn from a given area. 

Having determined the boundaries of the market area, 
the next step becomes that of determining the deposit po- 
tential of the area. This, of course, refers to the deposit 
potential of the area irrespective of where its banking is 
currently conducted. The portion of the potential which the 
new bank is likely to get, is not at issue at this point, but 
will be considered later. 

Basically, the deposit potential of a given area is inherent 
in four broad areas: residential, commercial, industrial, 
and, if it applies, agricultural activities. Under each of 
these broad areas, the economic indicators reflecting the 
activity within the area should be collected on a long- 
term basis, that is, at least ten years but preferably two 
decades. The purpose of this procedure is to establish 
long-range trends as a basis from which the future course 
of events may be estimated. It is to be noted that these eco- 
nomic trends should not only be considered for the area to 
be served by the new bank, but also for the total city and 
county of which the area is a part. This establishes the 
market area’s niche in the larger area framework, enabling 
management to relate the market area to its general en- 
vironment. 

A list of economic indicators that should be examined 
under major areas, as well as the sources of these data is 
given in Table I. This list is not meant to be exhaustive, 
but gives the basic or minimum factors that should be 
studied. While there is a limit beyond which more data be- 
comes less and less productive, enough indicators should be 
studied to give the organizers a feel for established trends in 
each of the four prospective deposit sources. 

With the data collected, the question immediately pre- 
sents itself to the organizers, “What does it mean in terms 
of the bank we want to organize?” At this stage of develop- 
ment, the data simply reflects what is happening to the 
various segments of the market economy from which de- 
posits would be forthcoming. In other words, the data will 
reflect areas of increased, static, or decreased activity. It is 
not necessary for all indicators to reflect increases, however 
the group would not want to proceed further unless the 
major area, from which the bank expects to draw its de- 
posits, is growing. 

The next major step in the decision-making process is 
the estimation of deposit potential for the total market area. 
While there are several ways to arrive at this estimate, two 
possible approaches for the new bank entrepreneur are 
suggested. 
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July from from 
City and item 1961 June 1961 July 1960 

MONAHANS (pop. 8 ome 

Pie en 9,187 + 6 + 21 

Building permits, less federal contracts ; 188,770 + 16 +128 

Bank debits (thousands) ................. $ 7,653 — il —14 

End-of-month deposits (thousands) t....$ 7,426 + 8 + $8 

Annual rate of deposit turnover 12.5 — 12 — 14 

NACOGDOCHES (pop. 12,674) 

Retail sales 
I RE i teases — lt + 39 + 29 

Postel recente? ............................... $ 13,279 + 4 — 21 

Building permits, less federal contracts $ 152,628 + 35 +364 

Bank debits (thousands) .................... a 15,137 — 65 + 1 

End-of-month deposits (thousands) t....$ 15,462 + 8 + 138 

Annual rate of deposit turnover -........... 11.9 — 6 — 9 

NEW BRAUNFELS (pop. 15,631) 

Portal reese <n... $ 18,134 — 2 + & 

Building permits, less Sedened eudinne $ 134,660 + 10 + 58 

Bank debits (thousands) —............ $ 11,607 + 2 + 10 

End-of-month deposits (thensndad$. $ 11,063 — 4 — 65 

Annual rate of deposit turnover ........... 12.3 se + 9 

ODESSA (pop. 80,338) 

Retail sales 
Furniture and household 

appliance stores —.......2-....-....----.-0--- + if + 12 + 82 

ee 68,600 — 10 + 1 

Building permits, less federal contracts $ 639,001 — 73 — 55 

Bank debits (thousands) atten $ 69,853 — 4 + 4 

End-of-month deposits (thousands) ¢ $ 62,087 — 8 + 9 

Annual rate of deposit turnover .... 18.2 — 4 — 4 

Employment (area) . 54,000 ae 
Manufacturing employment (area) 2,330 oe: ao 

Percent unemployed (area) -............... e 3.7 a_i iin 

ORANGE (pop. 25,605) 

Retail sales 
Po Et Padaty — it — 9 + 11 

Postal receipts* ...... $ 22,162 —l1l1 + 14 

Building permits, less federal contracts$ 153,001 — 12 — 89 

Bank debits (thousands) .......... $ 25,009 — 6 + 4 

End-of-month deposits (thousands) ¢. $ 20,818 ss + 6 

Annual rate of deposit turnover _.......... 14.4 — 4 os 

Employment (area) ............-22--...------ 107,600 ss + 2 
Manufacturing employment (area)... 34,570 + 1 + 8 

Percent unemployed (area) —.................. 8.6 — 8 + 25 

PAMPA ( tint 24 — 

Retail sales _.. : eS — 2 — il — 17 
Automotive sores Coeseraee = — 6t — 22 — 26 
Eating and drinking planes icine as + 2f 8 + 65 
SP I ico nc ac Sthiiadiniats + 8f oe — 18 
Lumber, building material, 

and hardware stores ..............-......... — lf — 10 — il 

Postal receipts* _................. 2s eRe or 238,700 — 7 * 

Bank debits (thousands) ....... $ 23,816 + 1 + 4 

End-of-month deposits (thousands) t... $ 22,847 + 2 — 8 

Annual rate of deposit turnover _......... 12.9 — 1 + 11 

PARIS (pop. 20 — 

Retail sales —..........00...... — 2t + 6 + 9 
Apparel stores oe LEEDS Oe — if + 4 + 8 
Automotive stores ..................-.2-0--c0000 — 5t + 16 + 8 
wees + 8f — 4 + 4 
Lumber, building material, 

and hardware stores .................. ossan — if — 5 + 22 

Postal receipts* - $ 17,482 —14 — 19 

Building permits, ‘i federal eoutrasis $ 174,385 — 70 + 80 

Bank debits (thousands) —............. z 17,265 + 4 + 18 

End-of-month deposits (thousands) ¢ $ 18,104 + 1 + 5 

Annual rate of deposit turnover —.......... 15.9 + 6& + 7 
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July 1961 July 1961 

















July from from = 
City and item 1961 June1961 July 1960 The first approach may be considered a summary or rel- 
ative method. Specifically, it begins with the per capita or 
j gins > 
haven pendrin (pop. 13 9974) ae ‘. fotos per family deposit volume for the county or metropolitan 
-osta eceipts “,1e = > = . 1: ° 
slides dentin tekstas oantaniie ‘ ase +s — 7 area in which the market area of the proposed new bank is 
Bank debits (thousands) $ 9,975 sae he situated. 
End-of-month deposits (thousands) t. $ 14,145 + 3 t $8 
Annual rate of deposit turnover 8.5 — 8 — 8 TABLE I 
PASADENA (pop. 58 137) MINIMUM ECONOMIC INDICATORS THAT SHOULD BE 
Postal receipts 31,581 —= 35 =" s CONSIDERED PRIOR TO DETERMINING THE 
3 s, les: r acts 88 5 + 2 aaepaieaie conates : yaaa a 
Building permits, less federal contract ; sapere > 5 DEPOSIT POTENTIAL OF A GIVEN AREA 
Bank debits (thousands) g 37,788 4 + 13 
End-of-month deposits (thousands) t....$ 20,348 - 1 7 ae Fe. 
Annual rate of deposit turnover 22.2 — § + 21 I. RESIDENTIAL TRENDS Sources: 
Employment (area) 512,300 ** + 2 A. Population Bureau of Census 
Manufacturing employment (area) 95,050 + 1 mee | County : Chamber of Commerce 
Percent unemployed (area) 5.2 + 4 + 16 Town or city Newspaper offices 
: ——— Market area in Survey of Buying 
question Power by Sales 
PHARR (pop. 14,106) 1 M 2 os 
Postal receipts* & 4,862 — 20 — 18 Management Magazine 
Building permits, less federal contracts $ 18,410 — 61 — 39 B. H : Sc 
Bank debits (thousands) $ 3,970 — 8 + 13 45 a £ dwelli aa ae en 
End-of-month deposits (thousands) tf. _$ 3,825 2 + 8 umber of dwelling ee he nee 7 
Annual rate of deposit turnover 12.3 + 38 + 9 units Chamber o ommerce 
County Newspaper studies 
City City agencies 
PILOT POINT (pop. 1 a4) ee Market area Civic and business 
Bank debits (thousands) ite see Homes owned per 100 organizations 
End-of-month deposits (thousands) ¢ “ 1,337 — 25 families 
Annual rate of deposit turnover ssieels 6.0 
C. Income of Population Sources: 
PLAINVIEW (pop. 18,735) Personal Income Survey of Buling 
Retail sales County Power by Sales 
Apparel stores — if + 51 + 8 City Management Magazine 
Automotive stores — $+ —2s — 84 Market area Bureau of Census 
Postal receipts* $ 19,944 — 24 te Per family Statistical Abstract 
Building permits, less federal contracts $ 357,000 +* + 7 Per capita Newspaper studies 
Bank debits (thousands) $ 36,987 + 9 +17 Income groups: 
End-of-month deposits (thousands) t...$ 22,798 — 6&6 hd Under $3,000 
Annual rate of deposit turnover 19.0 + 10 + 14 $3,000 to $4,999 


$5,000 to $9,999 
PLANO (pop. 3,695) $10,000 and over 








Postal receipts* $ 4,445 + 20 + 11 Percent of fam- 
Building permits, less federal contracts $ 602,410 +192 +449 ilies owning 
Bank debits (thousands) $ 2,037 ae | “e autos 
End-of-month deposits (thousands) ..t$ 1,971 + 8 + 6 3 = _ sins om es 
Annual rate of pat han — 12.6 — 4 — 2 Il. COMMERCIAL T RENDS Sources: ~ 
A. Retail Trade Activity- Chamber of Commerce 
a Market Area Survey of Buying Power 
PORT ARTHUR (pop. 66,67 6) Retail sales volume i s studies 
Retail sales " 7 ae Number of retail Real estate boards 
Automotive stores _ t + Y — 5 employees City agencies 
Food stores + Sy — at Total retail payroll Planning and zoning 
ps and household —_ = ss Number of retail commissions 
appliance stores ou S is 
Postal receipts* $ 56,528 + 14 +2 eae 
Building permits, less federal contracts $ 667,600 + 41 — 12 B. Wholesale Trade Sources: 
Bank debits (thousands) $ 68,300 os — 1 Activity—Market Same as retail trade 
End-of-month deposits (thousands)t $ 44,488 = ga | + 8 Area 
Annual rate of deposit turnover 17.2 — 2 — 7 Sales volume of 
Employment (area) 107,600 o ee wholesale trade 
Manufacturing employment (area) 34,570 28 + 8 Number of whole- 
Percent unemployed (area) 8.6 — 3 + 25 sale employees 


Number ow whole- 


PORT ISABEL (pop. 3 575) sale establish- 








Postal receipts* 2,690 — 1 + 7 ments 

Building permits, less federal contracts ; 1,000 — 84 — 78 

Bank debits (thousands) $ 771 + 23 + 40 Ill. MANUFACTURING Sources: 

End-of-month deposits (thousands) ; _$ 662 + 6 + 69 ACTIVITY Generally same as above 

Annual rate of deposit turnover 14.4 +14 — 16 Market Area but may require 
Manufacturing sales personal contact 

RAYMONDVILLE (pop. 9 585) Number of manufactur- 

Postal receipts* 7,540 +14 — 6 ing employees 

Building permits, less federal contracts : 24,925 +492 — 58 

Bank debits (thousands) $ 12,724 + 68 + 14 IV. FARMING ACTIVITY Sources: 

End-of-month deposits (thousands){t _$ 9,179 + 29 + 17 Volume of sales Same as above but 

Annual rate of deposit turnover 18.8 + 49 + 6 Number of farms generally personal 

contact 
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The deposit total for these areas can be secured from the 
biennial bulletin published by the Board of Governors of 
the Federal Reserve System, Washington, D.C., entitled, 
“Distribution of Bank Deposits by Counties and Standard 
Metropolitan Areas.” Having collected the economic indi- 
cators for the market area in question, as well as the county 
or standard metropolitan area in which the market is lo- 
cated, the next step becomes a subjective evaluation of how 
the market area per capita deposit total compares with the 
larger area of which it is a part. 

For example: Assume a hypothetical county per capita 
deposit total of $1,000. Assume further the following com- 
parative economic indicators: 


Market County More 
Indicator Area Area (less) 
Per capita income $1,500 $1,670 (11%) 
Number homes owned per/1,000 
population 60 (50%) 
Per cent persons in professional, 
managerial, or technical 
professions 15% 25% (10%) 
Per cent industrial workers 30% 45% (15%) 
Per capita retail sales $1,200 $1,600 (33%) 


The above factors indicate a lower quality deposit area 
for the market area as compared with the county. Possible 
conclusion: lower the average per capita deposit for the 
market area to a range of, say, $600 to $700. It is to be 
emphasized here that precise measurement of deposit po- 
tential is not too important; however, the range of deposits 
which might normally be expected to flow from the area is 
of vital use for sound planning of the new bank’s future. 
Accordingly, the total estimated deposit potential simply 
becomes the average per capita deposit multiplied by the 
population of the market area. This method does not take 
all of the guesswork out of the problem of estimating de- 
posit potential; it does provide a firmer “feel” for the po- 
tential in the area. 

This method has met with considerable success with the 
larger branch operations. As one banker who uses this 
system for the Security National Bank of San Francisco 
put it, “Our estimates of deposit potential in most cases are 
reasonably accurate. . . . In a large branch banking organi- 
zation such as ours, the problem of estimating deposit po- 
tential is greatly simplified since good historical data on 
branches in many different types of areas is readily avail- 
able.” 

The new bank entrepreneur does not have this advantage, 
and thus may not feel as secure in his judgment as the 
branch bankers do. Accordingly, he may wish to use a 
method which requires somewhat less subjectivity in ar- 
riving at the deposit potential. The second approach is just 
such a method. 

This method consists essentially of estimating the deposit 
potential of each of the major areas of deposit sources (i.e., 
residential or consumer, commercial, industrial and agri- 
cultural) and totaling these component estimates. Begin- 
ning with the consumer deposit potential, this sector is 
broken down by checking the savings accounts. After dis- 
tributing the population into the various income groups, 
the next step is to multiply these respective groups by the 
levels of average savings and checking accounts normally 
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July 1961 July _— 
July from fro 
City and item 1961 June 1961 July: 1960 

ROCKDALE (pop. 4 481) | 

Postal receipts* _.. 4,493 + 4 — 4 

Building permits, less federal eenteinas : 31,185 + 33 — 21 

Bank debits (thousands) ae Scala 8,522 — 12 — 5 

End-of-month deposits (thousands){t $ 5,466 — 1 oe 

Annual rate of deposit turnover ............ 7.7 —il — 5 

SAN ANGELO (pop. 58 815) 

Retail sales . — 2t + 20 + 4 
Food stores eee Cert asec) + 8f + 9 + 6 
Jewelry stores a oc Sehctagee. — 25 + 4 

Postal receipts® ............................. Sn 64,585 — 16 — 16 

Building permits, less federal contracts $ 637,501 — 82 + 96 

Bank debits (thousands) ‘ $ 50,808 — 17 — 3 

End-of-month deposits (thousands){ .$ 47,376 + 4 se 

Annual rate of deposit turnover 13.1 — 6 — 2 

Employment (area) : 19,750 * — 6 
Manufacturing employment (even). : 3,090 1 — 6 

Percent unemployed (area) 5.3 — 9 + 8 

SAN ANTONIO (pop. 587,718) _ 

Retail sales — 1 — 1 
Apparel stores _. . : — : 1 + 3 
Automotive stores — 3t — 9 — 1 
Drug stores ott — 4 — 3 
Eating and drinking places + 65 + 4 — 9 

Food stores + 3t + 32 — 6 
Furniture and household 

appliance stores _..... j + 2t — 2 + 7 
Gasoline and service stations + if + 6 — 14 
General merchandise stores — 6t + 8 + 11 
Lumber, building material, 

and hardware stores : + 4 — 6 — 23 
Nurseries Sane itukdcunede ess — 22 + 23 

Postal receipts* $ 631,186 — 4 oe 

Building permits, less federal contracts $ 2,727,767 — 50 — 26 

Bank debits (thousands) ...$ 606,540 — 5 + 8 

End-of-month deposits (thousands) ¢ $ 412,563 + 8 + ig 

Annual rate of deposit turnover -.......... 18.4 — 10 oe 

Employment (area) 204,500 id + 3 
Manufacturing employment (area) 25,325 oe aed 

Percent unemployed (area) 5.8 se + 7 

SAN JUAN (pop. 4,371) 

Postal receipts* _ 2,062 — 25 — 12 

Building permits, less federal contracts ; 89,750 +738 + 25 

Bank debits (thousands) ache a 1,941 aad + 4 

End-of-month deposits (thousands){ _$ 2,079 + 8 + 12 

Annual rate of deposit turnover 11.6 + 1 + 5 

SAN MARCOS (pop. 12 yi3S) | 

Postal receipts* 718 + 9 — 8 

Building permits, leas federal contracts : anus — 87 +2157 

Bank debits (thousands) - $ 7,354 + 5& + 5 

End-of-month deposits (thousands)? $ 8,367 + 8 + 8 

Annual rate of deposit turnover .......... ’ 10.7 + 8 — 1 

SAN SABA (pop. 2,728) 

TO WO oases $ 2,493 + 2 + 2 

Bank debits (thousands) —-............... $ 3,781 — 8 + 20 

End-of-month deposits (thousands)t $ 4,693 + 3 ee 

Annual rate of deposit turnover ............ 98 — 9 + 21 

SEAGOVILLE (pop. 3,745) 

Postal receipts* .. 2,487 + 65 + 80 

Building permits, ion feterel nea 48,844 +758 +150 

Bank debits (thousands) - ...$ 1,885 + 2 + 6 

End-of-month deposits (thousands) t.. $ 1,243 + 8 + 6 

Annual rate of deposit turnover .......... 18.5 — 1 — 1 

SEGUIN (pop. 14,299) 

FOsta TOON ses 10,295 + 15 + 8 

Building permits, less federal contracts $ 106,750 + 42 +221 

Bank debits (thousands) —................... $ 8,883 — 4 + 6 

End-of-month deposits (thousands) t_...$ 13,372 — 1 — 4 

Annual rate of deposit turnover ............ 7.9 — 4 + 8 
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July 1961 July 1961 
July from from 
City and item 1961 June 1961 July 1960 

SHERMAN (pop. 24,988) 
Retail sales 

Apparel stores —Iif + 9 + 1 

Automotive stores saa —5t — 20 — 8 
Postal receipts* ..$ 29,254 + 6 + 9 
Building permits, less federal contracts $ 206,564 — 68 — 3 
Bank debits (thousands) : $ 26,451 — 3 + 11 
End-of-month deposits (thousands) ¢....$ 18,997 + 8 + 12 
Annual rate of deposit turnover 17.0 — 6 se 
SILSBEE (pop. 6,277) 
Postal receipts* $ 6,787 rt 6 +17 
Building permits, less federal contracts $ 85,335 — 2 
Bank debits (thousands) 3 3,761 — 6 + 5 
End-of-month deposits (thousands) t....$ 5,074 — 4 + 2 
Annual rate of deposit turnover aie 8.7 — 10 + 1 
SINTON (pop. 6,008) 
Postal receipts* : 5,686 — 2 + 8 
Building permits, less Soienal contracts $ 202,400 +713 +3331 
Bank debits (thousands) $ 4,151 — 6 — 22 
End-of-month deposits (thousands) 2 $ 4,896 + 15 — 12 
Annual rate of deposit turnover ............ 10.9 — 4 — 6 
SLATON (pop. 6,568) 
Postal receipts* 3,863 — 8 + 15 
Building permits, less federal contracts $ 7,900 — 84 — 73 
Bank debits (thousands) -...... $ 3,027 + 13 + 7 
End-of-month deposits (thousands) ¢ $ 8,456 — 3 ** 
Annual rate of deposit turnover .......... 10.4 + 18 + 8 
Employment (area) 49,500 os — 7 

Manufacturing employment (area) ... 5,800 + 2 + 6 
Percent unemployed (area) : 5.2 — 2 + 37 
SMITHVILLE (pop. 2,933) 
Postal receipts* $ 1,936 — 22 — 2 
Building permits, less federal contracts $ 8,625 + 92 +763 
Bank debits (thousands) $ 1,218 — 3 — 2 
End-of-month deposits (thousands) t....$ 2,095 — 3 — 5 
Annual rate of deposit turnover 6.9 se + 1 
SNYDER (pop. 13,850) 
Postal receipts* 9,337 — 380 — 21 
Building permits, less federal contracts $ 99,550 + 20 — 19 
Bank debits (thousands) $ 12,397 — 4 — 4 
End-of-month deposits (thousands) t..$ 18,425 2 — 5§& 
Annual rate of deposit turnover sa 11.2 — il + 2 
SOUTH HOUSTON (pop. 7,523) 
Building permits, less federal contracts $ 2,080,868 +4895 +6812 
Bank debits (thousands) —............. $ 3,116 — 13 — 9 
End-of-month deposits (thousands) $. $ 2,593 — 1 — il 
Annual rate of deposit turnover 14.4 + 4 — 1 
SULPHUR SPRINGS ( Pop. 9 160) 
Postal receitps* ..... 8,869 oe + 2 
Building permits, hese federal contracts : 84,040 — 15 + 58 
Bank debits (thousands) —_...... ..$ 9,576 se + 4 
End-of-month deposits (thousands) t. z 12,536 + 2 + 8 
Annual rate of deposit turnover _... 9.3 +e + 2 
SWEETWATER (pop. 13,914) 
I I sniicitiicersertinceicanctntison 719 — 4 — 5 
Building permits, less federal contracts : a ‘300 — 85 — 59 
Bank debits (thousands) -....... .$ 9,245 — 8 — 4 
End-of-month deposits (thousands) t....$ 9,771 — 1 — 1 
Annual rate of deposit turnover : 11.3 — 6 — 8 
TAYLOR (pop. 9,434) 
Retail sales 

Automotive stores _.... —5t — 16 — 23 
Postal receipts* ... .$ 8,921 + 12 + 7 
Building permits, less federal contracts 3 48,485 — 39 + 63 
Bank debits (thousands) _... SS 6,417 — 8 — 6 
End-of-month deposits (thousands) t. $ 11,530 — 8 — 4 
Annual rate of deposit turnover _......... 6.6 — } — 
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found in these groups as indicated in Table II, which is 
published each year in the Federal Reserve Bulletin. The 
total demand and savings deposits of the several income 
groups of the area are then totaled to get the aggregate esti- 
mate of total deposits from the consumer sector of the 
market area. 

Commercial deposits that might be available within the 
area may be estimated by multiplying the percent of cash 
to sales normally kept by retailers and wholesalers by the 
total annual sales for these two respective sectors. Robert 
Morris Associates, the association of bank loan and credit 
officers, has found these percentages to be 2.7% for re- 
tailers and 2.0% for wholesalers. 

The industrial and farming organizations found within 
a given community will be relatively few in number. For 
this reason, coupled with the distinct nature of their bank- 
ing activities, these economic sectors will no doubt have to 
be contacted personally in order to get information on pos- 
sible deposit potential. Any special deposits anticipated 
such as churches, hospitals, and government may also be 
listed. 


TABLE 2 


LIQUID HOLDINGS PER FAMILY THROUGHOUT 
UNITED STATES IN 1957 





Money income 








$3,000 $5, _ $10,000 
Under to and 
$3,000 $4,999 $9, 999 over 
SAVINGS ACCOUNTS 
zero 69% 52% 33% 28% 
$1-$199 6 15 15 4 
$200-$499 6 9 14 7 
$500-$1,999 4 6 10 10 
$2,000 and over 10 12 19 39 
CHECKING ACCOUNTS 
zero 67 53 26 6 
$1-$199 14 24 34 10 
$200—$499 8 12 21 20 
$500-$999 6 6 10 17 
$1,000-$1,999 3 3 5 19 
$2,000 and over 2 2 4 28 





Source: Federal Reserve Bulletin, August, 1957, p. 894. 


The Level of Competition 


Whether the new bank organizer elects to use the rela- 
tive method or the less subjective method is a matter of 
choice. Regardless of the approach in estimating the de- 
posit potential, his next step is to appraise the level of 
competition. To do this, he should make a list of all the 
banks in or near the area which he feels might be competing 
for the market in some manner. This would include sav- 
ings banks, credit unions, and commercial banks. While a 
record of their resources is desirable and can be attained 
easily, perhaps the most important factors to be considered 
in appraising the nature of the competitors are (a) the 
general attitude in the community toward the banks and 
(b) the proximity of the existing banks to the proposed site 
of the new bank. 

Before exploring further the problem of assessing compe- 
tition, it may be well to bring in the next step, that of esti- 
mating the share of market to which the new bank may 
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July 1961 July 1961 
































July from P a ties 
; i ; 1961 June 1961 19 
aspire, for competition and market penetration may be es a a ae = 
considered as two sides of the same coin. TEMPLE (pop. 30 y419) 
Retail sales . —2t — 10 — 2 
2 " ee Apparel stores _................... - —lt — 21 + 8 
Perhaps the most difficult of the steps in determining Deve atewes ; wie oe OU} 8 + 
the feasibility of organizing the bank is estimating what Furniture and household 
‘ ” appliance stores jamie an +1t — 4 + 18 
percent of the potential deposits the bank will actually at- tanto, Malidlnn eintertad, 
tain. One of the problems which makes the forecasting of ah ene ee ee eae = ee 
¥ - : Postal receipts* $ 36,209 + 5 — 8 
market penetration difficult for a bank is due to the personal _guiiding permits, less federal contracts $ 820,738 __ 73 + 31 
nature of the banking relationship. A real effort is re- Bank debits (thousands) —.........$ 28,706 = + 2 — 8 
quired on the part of the new bank management to get the TERRELL (pop. 13,803) 
customer to change banking connections. Convenience of Postal receipts* SS ae. 2 
. p Building permits, less federal entontts $ 83,100 +402 — 32 
location, over the long pull, will draw market area residents. Bank debits (thousands) $ —«-7,086 + 13 ro 
However, there is a resistance factor militating against the | ©4-of-month deposits (thousands)t..$ 7,018 + 4 ** 
a Annual rate of deposit turnover ... - 12.4 + 13 + 5 
newly located bank over the short run. Customers don’t just 
try out the new bank as they might a food market or other TEXARKANA, TEX. (pop. 30 one Panes 
r : . etail sales : 
less personal service or retail establishment. honed en ; a i eae +11 
Furniture and household 
In an area where population growth is slow, and the appliance stores vvoeeme If + 18 — 18 
5 : Postal receipts* —........ eleeatakes $ 55,533 + 14 + 8 
rate of turnover of residents is modest, the newly located —_guiaing permits, less federal contracts $289,573 + 64 + 94 
bank will grow slowly even though the local deposit poten- Bank debits (thousands) ....... eS 51557 = + 1 + 8 
- 3 nents End-of-month deposits (thousands)} .$ 16,865 5 + 3 
tial may be high. Eventually, through attrition, the new — annual rate of deposit turnover a Sarna 
bank will garner the potential surrounding its location, Employment (area) ......... 28,750 + 1 — 2 
Th 4 f . k | d = ni h Manufacturing employment tomen’ 8,980 + 1 o* 
e president of one bank related an experience which ap- percent unemployed (area)... ‘ 7.8 — 65 + 15 
maa _ 
pears to support the above conclusion. “Depending upon 
h fid re ie aes 3 f bank TEXAS CITY (pop. 32,065) 
the confidence the community has in a group of bank or- etait sales 
ganizers, a certain number of depositors will transfer from Apparel stores ........... a 
a honk h . «h Lumber building material, 
more distant banks to the more convenient one; however, ea eabdieate aborted”... mee eee eee ee 
many of the older residents with long-established good Postal receipts* _.. $ 208 —4 + & 
] - hi ° h h b k lik ] h 2 Building permits, less Subered: contracts $ 835,700 +170 +153 
relationships with other banks are not likely to change im- — gan debits (thousands) sal he hg a 
mediately, and some perhaps will never sever these old- __End-of-month deposits (thousands)t .$ 12,327 — 2 + 9 
hitched lati Li W tti ts Annual rate of deposit turnover ........... 21.4 = ee 2 
established relationships. We are getting accounts NOW  fmployment (area) _.... 50.000 ow es 
that we thought we would have gotten ten years ago, and Manufacturing employment (area). 10,720 «+ 1 — 1 
; : Percent loyed eee 8.6 ee 9 
there are some which we haven’t gotten yet which we **Tcent "nemployed (area) bt 
thought we would have gotten ten years ago.” Thus, to the 'TOMBALL (pop. 1,713) 

h h "es i k th it Building permits, less federal contracts $ 827,000 i ie 
extent that the existing banks are serving the community — gank debits (thousands) _...... $ 5,998 ae ey? 
well, competition will be keen for the new bank. On the —_End-of-month deposits (thousands) .$ 5,282 + 10 + 10 

; aia ’ Annual rate of deposit turn Eecins i. =e es 
other hand, if the existing banks are not serving the com.  An™u#! rate of deposit turnover 
munity well, penetration into the market may be less diffi- TYLER (pop. 51 1230) 
Retail sales ..... ics — 2t — 4 + 18 
cult. Apparel stores pie ee) a — if — 4 + 19 
Automotive stores —..............-..-1-- — 6f — 8 + 26 
Considering these handicaps then, perhaps the best ap- Florits ........... rietaeceimi:  eiteedon —2 —10 
ht ti ti ket —e — licit th Postal receipts* -$ 77,279 — 12 + 14 
proac o estmating market penetra 10n 18 to SOHC e€ Building permits, less federal contracts 8 1,138,661 + 18 + 58 
influence of the organizers, both severally and collectively, Bank debits (thousands) §........ ove 88,867 — 4 + 6 
° . : End-of-month deposits (thousands) t $ 62,016 — 3 + $ 
in an effort to determine what percent of given segment ual rate of deposit turnover lle Ea 
of the market they feel they can convert in view of their jWALDE (pop. 10,293) 
knowledge of the kind of service that this segment may be _ Postal receipts* $s 26e6 —-8 —-6 
° ° . Building permits, less federal contracts $ 81,336 + 19 — 39 
getting. Adjust the total of these estimates downward to 5.11 dchite (thousands) 8 «8988 0CO + 7h 
allow for a margin of error. For example, if total potential — End-of-month deposits (thousands)? $ 8,460 * +18 
; ; : Annual rate of deposit t ices 12. — 
is estimated to be $50,000,000, and the collective group ERNON ( — 12141) Deena : 
. C . V I pop. 
feels it can pull 40% of the market, the group might more 5.0.13) receipts* eer ae ee 
conservatively set the goal for 30% or some such lesser Building permits, less federal contracts $ 204.875 —59 +208 
fi ure Bank debits (thousands) ............... a 14,292 — 21 + 20 
8 F End-of-month deposits (thousands); $ 19,659 — 6 + 4 
Annual rate of deposit turnover ~.......... 8.5 — 22 + 18 





The next step is to estimate a fixed expense budget from 
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Percent change 


Local Business Conditions ——*' 




















July 1961 July 1961 
July from from 
City and item 1961 June 1961 July 1960 

VICTORIA (pop. 33 047) 

Retail sales , hae — 2t + 1 —- 
Apparel stores ‘ — it +e + I 
Automotive stores — 5+ + 9 +s 
Food stores + St ai ” 
Furniture and household 

appliance stores + if — 12 — 8 

Postal receipts* $ 32,893 — 65 + 6 

Building permits, less federal contracts $ 573,790 + 40 +825 

Bank debits (thousands) « 57,138 + 6 + 16 

End-of-month deposits (thousands)t _$ 73,785 + 1 + 6 

Annual rate of deposit turnover 9.3 + 4 + 8 

WACO (pop. 97,808) 

Retail sales —27 + + 2 
Apparel stores —lf + 31 — 10 
Automotive stores —5t — 1 — 10 
Florists 9 + 1 
Furniture and household 

appliance stores _.. +1t 5 + 1 
General merchandise stores ; . eet 5 + 14 
Lumber, building material, 

and hardware stores .... : —lt — 4 + 15 

Postal receipts* $ 139,020 — 4 — 8 

Building permits, less Sedma coutnente $ 582,737 — 23 — 46 

Bank debits (thousands) $ 102,750 — 7 + 1 

End-of-month deposits (thousands) t $ 68,664 + 8 + 1 

Annual rate of deposit turnover -........... 18.2 — 7 + 1 

Employment (area) 47,450 se — 1 
Manufacturing employment (area) $ 10,000 + 2 — 2 

Percent unemployed (area) 5.6 — 11 + 17 

WAXAHACHIE (pop. 12,749) 

Postal receipts* ital 15,957 + 8 + 29 

Building permits, less federal eontrasts g 42,910 + 84 — 75 

Bank debits (thousands) $ 8,285 + 1 + 1 

End-of-month deposits (thousands) t $ 8,786 ** 

Annual rate of deposit turnover ............ 11.3 se 

WEATHERFORD (pop. 9,759) 

Postal receipts* $ 9,969 7 + 29 

Building permits, less federal contracts $ 240,300 +899 +881 

End-of-month deposits (thousands) t....$ 16,193 — 1 + 3 

WESLACO (pop. 15,649) 

Retail sales 
Food stores : ieleciaain +8f + 4 + 

Postal receipts* 3 8,939 + 12 + 12 

Building permits, less federal contracts $ 79,599 — 8 +178 

Bank debits (thousands) _....... ---$ 6,289 — 21 — 8 

End-of-month deposits (theamended?.. $ 7,049 + 6 + 17 

Annual rate of deposit turnover _.......... 11.0 — 20 — 20 

WICHITA FALLS (pop. 1 101,724) 

Retail sales —2t — 4 + 16 
Apparel stores —Ilt — 10 + 12 
Automotive stores adel —b5t — 8 + 12 
Drug stores set oe + 2 
Eating and drinking places +2t + 6 — 9 
Furniture and household 

appliance stores +17 — 6 + 7 
Lumber, building material, 

and hardware stores —lt — 8 + il 

Postal receipts* ‘ $ 109,518 — 15 + 8 

Building permits, less federal contracts $ 2,532,976 +103 — 652 

Bank debits (thousands) ae Mee — 4 + 4 

End-of-month deposits (thousands) t.$ 99,860 se + 1 

Annual rate of deposit turnover ........... 13.7 — 6 + 8 

Employment (area) 45,300 ee + 8 
Manufacturing employment (area) $ 8,880 + 1 + 4 

Percent unemployed (area) 5.0 — 6 — 4 
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which a break-even deposit potential can be estimated. 
Before the bank actually begins operation, a detailed esti- 
mated budget should be constructed. However, at this stage 
the budget can be skeletal in nature for the purpose of 
making a decision. There are several approaches to this 
problem. However, a simple way to accomplish this is to 
estimate the first year’s salary expense. From this amount, 
project total expense, using the ratio of salary to total ex- 
pense that currently prevails in the banking industry in 
the area. It is possible to do this because of the relatively 
fixed nature of bank expense and the relatively constant 
ratio of salary expense to total expense. 


Using total expense as a base, calculate the level of de- 
posit which would be necessary to generate sufficient income 
to equal the expense total. This is done by applying the 
loan-deposit ratio currently prevailing among the banks in 
the new bank’s region and projecting total income by relat- 
ing loan income to the ratio of loan to total income cur- 
rently prevailing. 


To take a hypothetical situation, assume a minimal begin- 
ning with personnel consisting of one chief operating of- 
ficer, one cashier, three tellers, two bookkeepers, one 
secretary-clerk, and a part-time custodian, at an aggregate 
annual salary of $32,000. F.D.I.C. statistics represent a 
range of 48% to 52% as a percent of total expense. Using 
the higher figure, total expense becomes $62,000. F.D.I.C. 
statistics further show that loan income as a percent of total 
income would be 58% of total income at breakeven point, 
or approximately $36,000. Assuming a 40% loan deposit 
ratio and an average of 5% income per $100 loans out- 
standing, the problem becomes: At 5% income per $100 
of loans, and a 40% loan-deposit ratio, what volume of 
deposits would be required to produce $36,000 in income. 


The solution follows 


$36,000 loan income 





= $720,000 loans oustanding 
5% on each $100 loan 


$720,000 





= $1,800,000 deposit level at 
breakeven point 


40% loan-deposit ratio 
The final step than, is that of making the decision. Relat- 
ing this estimated breakeven deposit level to the estimated 
market penetration, if there are sufficient deposits available 
beyond breakeven point, the decision to establish the bank 
may be made with confidence. If breakeven level is too 
close to expected penetration level, the organizers should 


take a second look before launching the venture. 
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BAROMETERS OF TEXAS BUSINESS 


All figures are for Texas unless otherwise indicated. All indexes are based on the average months for 1947-49, except where indicated ; 
all are adjusted for seasonal variation, except annual indexes. Employment estimates are Texas Employment Commission data in coopera- 
tion with the Bureau of Labor Statistics. The index of Texas Business Activity is based on bank debits in 20 cities, adjusted for price 
level. An asterisk (*) indicates preliminary data subject to revision. Revised data are marked (r). 








Year-to-date-average 





July June July 








1961 1961 1960 1961 1960 

GENERAL BUSINESS ACTIVITY 
Texas business activity, index Paths 230 244 211 236 226 
Miscellaneous freight carloadings in SW District, index......... ee 75 76 17 76 80 
Ordinary life insurance sales, index PAO He pa Be See SB Cc 407 395 419 393 409 
Wholesale prices in U.S., unadjusted index - ! Digi Westone ee 118.6 118.7 119.7 119.3 119.6 
Consumers’ prices in U.S., unadjusted index....................... Ate ; 128.1 127.6 126.6 127.6 126.0 


Income payments to individuals in U.S. (billions, at seasonally 


adjusted annual rate) 4 UN Gare $ 421.8% $ 417.3r $ 4047r $ 410.9% $ 400.4r 
Business failures (number) ..... DR a hee Ce Rees es ead ra 45 37 34 51 41 
Newspaper linage, index. stereos ete ee out Aa 168.7 169.7 TLS 165.5 174.8 
TRADE 
Total retail sales, index (1957-59=100) ; 105.4 106.0 es ee 
Durable-goods sales, index (1957-59=100) ............. 99.1 102.7 97.8 pease Woe ee 
Nondurable-goods sales, index (1957-59100) ............ eaters en 108.7 107.7 109.3 : 
Ratio of credit sales to net sales in department and apparel stores.......... = 70:1" 66.5* 70.2r 70.6* 70.8r 
Ratio of collections to outstandings in department and apparel stores...... 35.4* 37.1° 35.5r BS lag 36.6r 
PRODUCTION 
Total electric power consumption, index ; aeneg . 439* 442r 441r 411° 399r 
Industrial electric power consumption, index : hs eran 392* 406r 388r 392* 396r 
Crude oil production, index Re ae Aue ; 110.0* 109.3r 107.9r 109.7°* 110.4r 
Crude oil runs to stills, index pete nee 150 142 155 150 149 
Industrial production in U.S., index... eseeeeeeeeneees sash oe! 171 168 166 161 166 
Southern pine production, index........ oie Seete sh et een Se v5 78 72 = 78 
Cottonseed crushed, index.......... Zope UN aes ote “i 161 231 166 178 166 
Texas industrial production—total index SS eee! iff 174 174 174 173 
Texas industrial production—manufacturing index... sesh 225 220 219 219 216 
Texas industrial production—durable goods, index eee 257 255 249 254 249 
Texas industrial production—nondurable goods, index .. x, a : 210 204 206 203 201 
Texas mineral production, index : ie Berek ahs aS 132 130 130 131 131 
Average daily production per oil well Sha eet Se ee ee enero : 12.3 12.5 12.4 13.0 13.2 
Construction authorized, index (1957-59=100)......... Sata deetre ned pet cpa 115.4 106.7 130.6 108.7 104.4 
Residential building (1957-59100) oo... cee e tee ec eee 3 115.6 97.4 84.6 95.4 94.1 
Nonresidential building (1957-59100) ...............2.eseseeccceeecoececeseseeeeeeeee ene 121.7 111.0 214.1 128.9 123.5 
AGRICULTURE 
Prices received by farmers, unadjusted index (1910-14=100) eis es 258 249 253 251 245 
Prices paid by farmers in U.S., unadjusted index (1910-14=100) ................. 300 300 298 301 300 
Ratio of Texas farm prices received to U. S. prices paid by farmers ....... 86 83 85 83 82 
FINANCE 
Bank debits, index = , e reat. 273 290 252 281 270 
Bank debits, U. S., index eee : ple 258 291 233 259 239 
Reporting member banks, Dallas Reserve District: 
Loans (millions) ; J : x ee Een $ 3,020 $ 3019 $ 2860 $ 3003 §$ 2,862 
Loans and investments (millions) -.......0.0.....000..020-0.00.0.---- ae. $ 5,083 $ 4,893 $ 4559 $ 4,888 $ 4,475 
Adjusted demand deposits (millions) -..............-..22...2..-2----2-1---s-cesceseeeeeeeeeeess $ 2,768 $ 2,727 $ 2,715 §$ 2735 §$ 2,655 
Revenue receipts of the StateComptroller (thousands) ............................. $ 91,562 $ 88,067 $ 95,834 $111,396 $112,554 
Federal internal revenue receipts (thousands) Wee eats icneers eal $170,882 $295,378 $136,265 $295,871 $274,575 
LABOR 
Total nonagricultural employment (thousands) 20.00... sesecceeceseeeeeeeeeeee 2,556.1* 2,557.2r 2,555.9r 2,536.1° 2,531.0r 
Total manufacturing employment (thousands) -..........0....0...0.......-sseeee0-0----- 488.0* 488.0r 493.5r 482.7° 491.3r 
Durable-goods employment (thousands) ............ cP een ee ee 232.2" 231.5r 234.2r 228.1* 234.4r 
Nondurable-goods employment (thousands) S75 See e aa eocat 255.8* 256.5r 259.3r 254.5* 256.9 
Average weekly earnings—Manufacturing, index..............0..0000.0....... : 182.7* 181.0r 173.8 180.4° 175.5 
Average weekly hours—Manufacturing, index (1957-59=100) ............. 100.5* 99.7r 99.5 100.2* 100.2 
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Two New Publications 


Public Relations 


BY WILLIAM A. NIELANDER 


The revised, 1961 edition of a selected and 
annotated bibliography ... 50c 


Notes on 
The Industrialization of Texas 


A series of articles from the Texas Business Review 
on the development of the state... 50c 


Order your copy from the Bureau of Business Research 
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